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FEDERAL TAX LEGISLATION, 1939% 


In the session of Congress that closed August 11, 1939, Congress passed four important 
acts dealing with tax matters: (1) the Internal Revenue code; (2) the Public Salary Tax 
act, 1939; (3) the Revenue act of 1939; and (4) Social Security act amendments of 1939. 


Although extensive tax revision measures predicted in 1938 were not 
passed or even considered in the session of Congress recently closed, 
four important measures were enacted. In contrast to previous tax laws 
that were designed to raise additional revenue, the legislation of 1939 
was passed primarily to improve the fundamental structure of the tax 
laws. The measures are significant in that they made fundamental changes 
in federal tax policy. The Internal Revenue code was adopted to remove 
inconsistencies in the various statutes, to simplify them and facilitate their 
use. The Public Salary Tax act of 1939 was passed for the purpose of 
abolishing the existing partial income-tax immunity of state government 
officers and employees and removing obstacles to state taxation of federal 
governmental compensation. The Revenue act of 1939 was adopted to 
extend certain excises about to expire and to revise the corporation nor- 
mal income tax in view of the early discontinuance of the bitterly opposed 
undistributed-profits tax. It made no changes in rates and exemptions of 
the individual income tax. Amendments to the Social Security act reduced 
payroll taxes for old-age insurance and revised the plan of paying benefits. 

In addition to this legislation, an important new plan of administration 
of the law was established. The Bureau of Internal Revenue has now 
decentralized the Income Tax Unit by organization of administrative 
districts and the setting up of administrative staffs in key cities throughout 
the country. In codperation with this plan the Board of Tax Appeals 
also has arranged for units to hear cases in these districts. Henceforth 
the taxpayer will not be forced to go to Washington to adjust tax diffi- 
culties. 


"Some matters mentioned in the present article, particularly those relating to the Public 
Salary Tax act and the Social Security amendments, are discussed at greater length in 
The Federal Income Tax (chapters 17 and 20), a volume by the present authors now in 
press, 

Preceding federal revenue acts passed since the adoption of the Sixteenth (Income Tax) 
Amendment to the Constitution of the United States have been discussed in earlier volumes 
of the American Economic Review. Volumes and pages for reference to them are given in 
the Review of September, 1938 (vol. 28, p. 447). 
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In the classic decision of John Marshall in 1819* the principle was 
frst enunciated that a state could not tax the instrumentalities or means 
of the federal government. The converse, that the federal government 
could not tax the instrumentalities or means of a state was decided some- 
what later. The important case of Pollock v. Farmers Loan and Trust 
Company, in which the income-tax section of the Act of 1894 was de- 
clared unconstitutional, involved, among other questions, the power of 
Congress to tax income from municipal bonds in the hands of an indi- 
vidual taxpayer.* Discussion of the meaning and effect of the Sixteenth 
Amendment to the Constitution has, until recently, favored the inter- 
pretation that this Amendment merely removed the necessity of appor- 
tionment of the tax among the states on the basis of population; it did 
not extend the power of Congress to tax income otherwise not taxable. A 
long series of Court decisions has followed this general line of reasoning. 
As a result, tax immunity was extended to many. The states have not 
taxed compensation of federal officers and employees, or interest from 
federal securities, and the federal government has not taxed compensa- 
tion of state officers and employees engaged in essential governmental serv- 
ices, or interest from obligations of states and their subdivisions.° 

With the great expansion in government functions both by the states 
and the national government, the number of government employees has 
increased tremendously. Moreover, need for revenue has increased greatly. 
Tax immunity was becoming too common. Hence the courts have recently 
emphasized the need for an interpretation of the doctrine of inter-govern- 
mental immunity that would protect the taxing power of all govern- 
mental jurisdictions.® 

In 1938 the Supreme Court rendered two important decisions that 
further emphasized the tendency to restrict the tax immunity of state 
instrumentalities and declared valid the imposition of the federal income 
tax on employees of the Port of New York Authority® and the federal 
excise tax on admissions to state university football games.’ In 1939 the 
Court almost completely broke with the traditional view in declaring 
that a state could tax compensation of an officer of an agency of the 
federal government so long as the tax did not discriminate against such 
an officer because of the source of such compensation.*® 


*McCulloch v. Maryland, 4 Wheat. 316. 

*157 US. 429; 158 U.S. 601 (1895). 

*In 1905 the Supreme Court distinguished between the governmental activities of a 
state and those that were of a private or business nature. (So. Car. v. U.S., 199 U.S. 437.) 
In more recent years state employees engaged in the sale of liquor were subject to the 
federal income tax (Ohio v. Helvering, 292 U.S. 360, 1934); so also were employees of 
public utilities owned and operated by a state (Helvering v. Powers, 293 U.S. 214, 1934) 
and contractors supplying services or materials to a state (Metcalf and Eddy v. Mitchell, 
269 U.S. 514, 1926). 

*Helvering v. Gerhardt, 304 U.S. 405. 

Allen, Collector v. University of Georgia, 304 U.S. 439. 

* Graves v, N.Y. ex rel. O'Keefe, 59 Sup. Ct. 595. 
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The Public Salary Tax act is in the form of an amendment to the Inter- 
nal Revenue code and contains two titles: Title I amends the definition of 
gross income: (1) to include compensation of personal services of officers 
and employees of a state or political subdivision thereof received after 
December 31, 1938; (2) to repeal the exemption of compensation of 
teachers in Alaska and Hawaii; (3) to include compensation of judges of 
courts of the United States who took office before June 6, 1932. The fourth 
section of the title permits non-discriminatory state taxation of compensa- 
tion of federal officers and employees received after December 31, 1938. 

Title II specifies that income tax upon compensation of state officers or 
employees cannot be collected under certain circumstances for any tax- 
able year beginning prior to January 1, 1939; provides for refunds in 
certain cases, within the applicable period of limitation, of any such tax 
paid for prior years; and forbids state taxation of compensation of federal 
employees received prior to January 1, 1939. The act was approved April 
12, 1939. 


3. The Revenue Act of 1939—End of the Undistributed Profits Tax 


Persistent objections to the undistributed-profits tax continued even 
after the passage of the Revenue act of 1938 reduced the rate to 214 per 
cent and restricted its application to corporations with net income of 
more than $25,000. The agitation against this levy was doubtless strength- 
ened by business conditions which failed to show much improvement prior 
to the end of the fiscal year 1939. Part of the continuing recession was 
probably the result of the uncertainties in international affairs, but much 
of it was due to fear of New Deal measures. Even the “business appease- 
ment” talks given by Secretary Morgenthau, Secretary of Commerce 
Hopkins, and Under Secretary Hanes failed to relieve the “‘jitteriness’” of 
business convinced that a permanent change of policy could not be in- 
augurated under the Administration in power. 

The President, in fact, was very insistent that the undistributed-profits 
tax be continued. It will be recalled that he refused to sign the Revenue 
act of 1938 largely because Congress had retained only a remnant of this 
tax. Throughout the spring of 1939 he defended the basic theory of the 
tax and challenged Congress to find a substitute that was better. 

Meanwhile a subcommittee of Congress was working on a comprehen- 
sive program in harmony with Under Secretary Hanes’s plan to “make it 
clear that it is the intention of the government to establish a tax system 
which preserves and increases the incentives that are essential to the per- 
petuation of a system of free enterprise in a nation of free men.”*° The 


~ Hanes’s recommendations were set forth by himself and by Secretary Morgenthau 
as follows: (1) formation of a joint committee on fiscal policy, to consider the over-all 


prospects of the expenditure and revenue programs; (2) creation of a small temporary 
national commission to report, as soon as feasible, on the subject of overlapping federal, 


state, and local taxes; (3) the renewal of the present excise taxes; (4) stopping the 
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(1) that hindered business expansion and investment, (2) that were irri- 
tating and (3) that were inequitable. In the first category the Secretary 
referred to the absence of provision in the income-tax laws for carrying 
over net business losses as deductions in succeeding years and to the 
inequity of permitting tax-exempt securities to “nullify our progressive 
surtax rates.” In the second group, ‘“‘tax irritants,” the Secretary included 
the taxes on undistributed profits, capital stock, and excess profits. The 
undistributed-profits tax he characterized as a “psychological irritant, large- 
ly because of the widespread and emotional criticism which has been di- 
rected against it.” As an example of inequitable provisions, the Secretary 
cited the limitation restricting corporate deductions of capital losses to 
$2,000 in excess of capital gains. In concluding his testimony the Secretary 
repeated “with deep conviction” a sentence from his statement of Novem- 
ber, 1937: 

The basic need is to foster the full application of the driving force of private 


apital. We want to see capital go into the productive channels of private in- 
stry. We want to see private business expand. 


Questions from Committee members failed to secure from the Secretary 
an estimate of the corporation tax rate that would be needed to make up 
the $17,500,000, estimated as the yield of the 214 per cent undistributed- 
profits tax for the fiscal year 1939, and the $17,600,000 from the capital- 
stock and excess-profits taxes if these levies were repealed, as the Secretary 
“timidly” suggested. Republican members, especially Jenkins and Tread- 
way, were less timid in chiding their opponents for coming at last to see 
the mistake of the tax on undistributed earnings. The Secretary and the 
Democratic members took this banter in good spirits so the first session 
ended in general good will and agreement as to the nature of the bill that 
should be reported. The remaining days of the hearings were occupied 
with testimony from businessmen, most of whom urged the abolition of 
the undistributed-profits tax. 


Ready Acceptance of the Bill by the Committee and the House 


All ten Republican Committee members signed the report of the Com- 
mittee on Ways and Means, although they expressed regret over the fol- 
lowing three features: (1) continuance of the nuisance taxes and the three- 
cent postage rate, (2) delay of the repeal of the undistributed-profits tax 
from January 1, 1939, to January 1, 1940, and (3) non-allowance of 
loss-carry-over provision applicable to 1939 income. 

The Committee report was very short and devoted chiefly to the dis- 
continuance of the small segment of the undistributed-profits tax on cor- 
porations with income in excess of $25,000, and the substitution of a flat 
rate, 18 per cent net income tax for the 1938 graduated normal rates ap- 
plicable to such corporations, Other income-tax rates of the Act of 1938 
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Title |—Excise Taxes and Postal Rates. Existing excise taxes and postal 
rates were continued to 1941. 

Title 1l—Income Tax Amendments. This title dealt chiefly with the 
corporation sections of the income tax law. For corporations with net in- 
come of more than $25,000 there was imposed the lesser of the following 
taxes. 

(1) 18 per cent of net income; or 

(2) a tax of $3,525 plus 32 per cent of the amount of the normal tax 
net income in excess of $25,000. 

For corporations with net income of not more than $25,000 the tax was 
left as in the existing law, that is, as follows: 

(1) upon net income not in excess of $5,000, 1214 per cent; 

(2) $625 on net income of $5,000 and on net income in excess of 
$5,000 and not in excess of $20,000, 14 per cent; 

(3) $2,725 on net income of $20,000, and 16 per cent upon net in- 
come in excess of $20,000. 

The treatment of corporate losses was liberalized. Long-term capital 
losses of corporations can be deducted from any income, but short-term 
capital losses are allowable only to the extent of short-term capital gains. 
An additional allowance is granted by permitting corporations to carry 
over net short-term capital losses to the succeeding taxable year and treat 
them as short-term capital losses. The limitation of deductible corporate 
capital losses to the amount of the gains plus $2,000 was repealed, except 
for domestic and foreign personal holding companies. Individuals and 
corporations are permitted to carry over net operating losses for two years, 
effective for income received after December 31, 1939. 

Banks, insurance companies, China Trade act corporations, and corpora- 
tions in the possessions of the United States are to be taxed at the same 
rate as other corporations. Foreign corporations engaged in trade or busi- 
ness within the United States, and mutual investment companies are taxed 
at 18 per cent regardless of the amount of their income. The special 
treatment necessitated by the undistributed-profits tax for corporations in 
bankruptcy and receivership was abandoned and such corporations are 
taxed as other corporations. 

Provision was made for a corporation in unsound financial condition to 
redeem its bonds at less than face value for the next three years without 
recognition of gain. 

A new provision was enacted to tax individual compensation received 
in one year for personal services covering a five-year period or more, so 
that on such income received after December 31, 1938, the tax will not be 
greater “than the aggregate of the taxes attributable to such compensation 
had it been received in equal portions in each of the years included in such 
period.” This provision is for the purpose of rendering the tax more 
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of federal aid to the states for old-age assistance. Senate amendments to 

; end kept the conferees deadlocked until next to the last day of the 
congressional session. 

Several changes were made in the Act. The most important from the 
point of view of taxation was the reduction in the tax for contributory old- 
age insurance. The law “freezes” at 1 per cent excise taxes on payrolls of 
employers and wages of employees for 1940 to 1942. For the years 1943 
to 1945 the rate was made 2 per cent; for 1945 to 1948, 214 per cent; and 
for years after December 31, 1948, 3 per cent. Taxes for unemployment 
compensation will henceforth be paid only on the first $3,000 of an em- 
nloyee’s salary. It was estimated that these changes would save employers 
and employees $1,710,000,000 for the years 1940 to 1942. 

The law provides that amounts equivalent to 100 per cent of these taxes 
shall be put in the “Federal Old-Age and Survivors Insurance Trust Fund”’ 
which shall be managed by the Board of Trustees composed of the Secre- 
tary of the Treasury (“the Managing Trustee’’), the Secretary of Labor, 
and the Chairman of the Social Security Board. It is estimated that the 
reserve will ultimately be built up to about “three times the highest 
prospective annual benefits in the ensuing five years,” say, to about 
$10,000,000,000 instead of $47,000,000,000 as under the previous plan. 
Unless the law is changed later, it will be necessary for the government to 
upplement the funds from other sources when the benefit payments exceed 
the tax revenues already provided for. 

Old-age insurance benefits were liberalized by (1) providing monthly 
survivor benefits to widows, children, and aged parents in lieu of the flat- 
sum payments to estates of deceased; (2) changing the benefit base from 
total accumulated wages to average wages so as to provide larger benefits 
in the early years; and (3) providing additional benefits where the annui- 
tant has an aged wife. The date for beginning payment of benefits was ad- 
vanced from January 1, 1942, to January 1, 1940. 


Comment 


As mentioned at the beginning of this article the principal federal tax 
revisions of 1939 were intended primarily to improve the structure and 
administration of federal taxes rather than to increase directly total federal 
revenues. It is expected that the Public Salary Tax act will result in a very 
small increase in receipts—about $16,000,000—but that the increase in 
corporation normal rates will yield slightly less than the loss due to the 
expiration of the tax on undistributed corporate profits and other changes 
in taxes. The temporary reduction in the old-age insurance payroll taxes 
will, of course, result in smaller receipts than if the rates of the 1935 
statute had remained in effect. There was some hope, however, that the 
revisions would help restore business confidence and aid in bringing about 
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economic recove ndirectly and ultimately increase revenues by 
increasing the ta r than by increasing the rates of levy on a 
smaller base. 

But there is n ba ilancing the budget, or of approximating ; 
balance, this yeas nless there is a radical revolution in policies 
Even a change t ntrolling the national administration would 
probably not brin; t a balanced budget very promptly; whether or not 
it would improve tl tion at all would depend upon the character of 
TaBLe I. Recerprs D s OF THE FEDERAL GOVERNMENT, SELECTED Years, 

(includ public 
Fiscal ing ton- liscel Total | | debt at 
year laneous® | deficit? | 
nage | close of 
tax) le fiscal year 

1910 $334 $ 276 $ 90 |$ —18 | $ 1,147 

1919¢ 184 1,297 927 5,427 —13,371 | 25,482 

1920 323 1,460 1,399 | 7,127 +212 | 24,298 

1930 587 629 1,257 | 4,883 +184 | 16, 185 

1932! 328! 04 705 2,594 —3,148 | 19,487 

1937 486 140 937 6,020 —2,811 | 36,428 

1938 359 04 937 6,970 —1,450 | 37,165 

1939 319 79 188 5,668 —3,600 | 40,44 

1940¢ 404 19 213 5,669 —3,326 | 44,458 

® Compiled from R retary of the Treasury, 1938, pp. 410-412 and Daily State. 
ment of the Treasury, 

b Beginning in 19 pts are included in miscellaneous internal revenue. 

© Includes sales 1s postal receipts covered into the Treasury, and 
other postal revenue 

4 Of ordinary rec to the Treasury compared with expenditures chargeable 
against ordinary rec« 

® Included becau r of greatest deficit. 

f Included becau f smallest receipts since 1918. 

& President’s budg f J ary 5, 1939. 
the new administrat | upon circumstances that cannot be foretold. 
Fundamentally, tl ged series of federal deficits is due to our dis 
rupted or unbal mic situation, which in turn is due to many 
factors, economi itical, domestic and foreign. So long as there 1s 
no substantial im, t in our labor, unemployment, relief, agricul: 
tural, railroad, for ther basic situations, our finances will remain 
in an unsatisfactory 1, if they do not become worse. 

It is, therefore ! that th 1e economic situation be improved, not 
only so that reve ilable for support of the government but 


also in order tha come will be available for support of the 
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people; otherwise the pressure of the unemployed, the aged, the veterans, 
the unfortunate and the politically influential of all classes will over- 
whelm the government and those upon whom it depends for support. At 
best, the prospects are far from encouraging. 

Paradoxically, it is conceivable that the European war may improve our 
economic and financial situation temporarily. It may increase demands for 
many of our products and cause a price inflation that will increase domestic 
employment and improve industrial, railroad and agricultural situations, 
except in cotton and some other sections. But many interests will be af- 
fected adversely and the readjustments caused by a serious conflict, both 
during and following the war, particularly if we should become heavily 
involved, will be so disrupting that the total net effect is almost certain to 
be a serious worsening instead of a betterment of our condition. 

Roy G. BLAKEY 
GLaDys C. BLAKEY 
University of Minnesota 


abet 
by 
na 
1g 
les, 
uld 
not 
of 
ARS, 
OR 
| 
1S 
|. 


EMPLOY MEN BILIZATION AND THE WISCONSIN ACT 


pape! 1 field investigation in 1937-38 of employe; 
f stabili ncentive provided by the Wisconsin employe; 
reserve unemploy v. Merit rating began there in 1938—three or foy, 
years before the tates. Nearly two-thirds of the 247 employers jp. 


terviewed have | prospect of a reduced contribution rate to ¢ 
something toward nt, although only a minority have met with tel. 


tive success. On tl ve to “keep down benefits” has led to the use of 
devices (such as ng) which merely avoid benefit payments and 4 


not stabilize emf ting the ability to stabilize vary between industries 
and between fir | classification, and this is often as important as 
the determination ng an employer's benefit experience. Nevertheles; 
the fact that Wi: whole appear to favor their present type of lay 
may explain the ts to provide steadier work. 

Wisconsin's tve type of unemployment compensation lav, 
the first state la re in America, has been the center of a con- 
troversy which | tudents of social insurance for well over a 
decade. The “‘et plan, as it was embodied in the Groves 
passed in Wisc 2, provided for a separate account or reserve 
for each emplo lone contributed and from which only his 
own employ ees | benefits. Advocates of the plan argued that if 
an employer's rate the status of his re. 
serve, he would | red to uce withdrawals (benefits) from it by 
stabilizing emp! nts of this idea contended that unemploy 
ment was largel trol of the individual employer, and thet 
in order to prov rotection for workers, it was necessary to com- 
bine all employer : in one state-wide pool. Benefits would then 
be paid to the orkers of any employer regardless of the 
amount of contr 


Although th the employer-reserve plan and the pooled 
fund is no longe t as it once was, Wisconsin’s experience with 
the idea of using to encourage employers to stabilize employ- 
ment is of cons! t today. This principle, known as “merit” or 
“experience ratit lied in some form in 39 of the other state and 
territorial laws f the po sled. fund laws. In most states, how- 


* Among the nu n these two types of unemployment — 
tion laws, the follow tly: Harold M Groves and es ogg ei 
ployment Reserves Act,” Am. Econ. Rev., 
(March, 1934), pt henbush, “The Wisconsin Idea: mo i nt 
Reserves,’ Annal ind St Sci., clxx (Nov., 1933), pp. 65-75; 
v nsi Conflict or Compromise,” Soc 
nf. of the Am. Assoc. for Soc. Securit} 
ent Prevent U nemployme nt?” Am. Lal 
nd Walter A. Morton, “The Aims of Unen 
) the Wisconsin Act,” Am. Econ. Rev., xx 
of the early Wisconsin act is E. E. Muntz 
nt Compensation Act,” Am. Econ. Rev., xx 
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ever, merit rating will not become effective until 1941 or 1942, whereas in 

Wisconsin, reduced contribution rates were first granted in 1938, after em- 

ployers h ad paid contributions since July, 1934, and had been liable for 

benefits since July, 1936. An initial survey of the Wisconsin experience, 

then, should indicate something of the possibilities of encouraging stabiliza- 
of employment through unemployment compensation. 

"The field study? on which this paper is based was made in Wisconsin be- 
tween July, 1937, and July, 1938, and involved personal interviews and re- 
interviews with nearly 250 Wisconsin employers in all important lines 

f business and in every major industrial area in the state.* The interviews 

mpted to discover the nature of each firm’s business, whether the Act 

| encouraged any stabilization. efforts, and why or why not. In nearly 
two-thirds of the cases, statistics of employment, man-hours, or labor turn- 
ver were secured, and these were used in connection with the statements 
of employers in an evaluation of stabilization efforts. There were a number 
of limitations in the scope and method of the study, such as the impossi- 
bility of covering the field thoroughly in one year. These are frankly 
acknowledged, but it is believed that a first survey may indicate the direc- 
tion in which employers are moving under the stimulus of merit rating. 

In Wisconsin, as in over half of the other state laws, merit rating is 
‘automatic’ in the sense that an employer can qualify for a lower contribu- 
tion rate if his reserve percentage* at the end of the calendar year is at 
certain prescribed levels. Under the Wisconsin law of 1937-38, an em- 


* Acknowledgment is due the Social Science Research Council for the grant of a 1937-38 
loctoral field fellowship which made this study possible. The writer is deeply indebted 
fessor H. A. Millis, of the department of economics of the University of Chicago, 
whom this study was carried out, for his constant advice and encouragement, and 
) Professors Paul H. Douglas and R. W. Stone for their helpful suggestions and 
sms. Dr. Collis Stocking, of the Social Security Board, and Mr. George T. Burrill, 
Wisconsin Unemployment Compensation Department, were kind enough to read 
thesis manuscript and make suggestions. The views expressed are, of course, the 
ters own 
Firms interviewed varied from 11,000 to 8 in number of employees, and a third of 
kers subject to the Act were employed by these firms. Manufacturing industries 
ved the most attention, and 214 firms employing nearly half of all the manufacturing 
kers under the Act were interviewed. The sample was taken from approximately 8,000 
loyer accounts, and was drawn up without knowledge of actual company names ac- 
rding to a plan which selected firms with high and low benefit-contribution ratios (as of 
lary 31, 1937) in every important industrial classification and sub-classification. It 
hought that perhaps some difference in stabilization efforts or possibilities would 
x wide differences in experience within the same classifications, and that in- 
ition would be most fruitful in this direction. There were subsequent eliminations 
litions as numerous persons checked the list; and an effort was made during the 
) avoid bias in the sample as to employer attitudes, type of industry, or size of firm. 
“Reserve percentage” (as used in Wisconsin before the 1939 amendments) can be 
ined as the ratio between the employer's reserve balance at the end of a calendar year 


1 his defined payroll for that year. In other states, an average payroll for a number of 
preceding calendar years is used in place of the last year’s payroll. The term has now been 
recefined in this manner in Wisconsin, infra. 


a 
id 
fa 
rve 
his 
t if 
fe- 
by 
hat 
ym- 
nen 
+L 
Lily 
led 
ith 
xX 


710 


ployer could 
standard 2.7 


1937 was at le 


tion from stat 


10 per cent o! 


the employer 
amount of bet 


ceding calendas 
contribution 1 
standard 2.7 | 
his contributi 


his rate would bk 
4 per cent. Sul 


upon yearly c 
times” provisi 

A partial c 
the law as a r 
ment of benef 
to exhaust th 
was to be buil 
serve fund af 
longer subject 


There is n 


it is almost in 


mean the em 


simply the em 


more regular 
measured by 
terms of man 


The Wiscon 


efforts in that 


for a contribu 


ministratively 
it should be 
to judge stab 
reserve perce! 
“avoidance” r 
depends not 


years (or ave 
at a more fap 


1937-38 Te 
*Section 108 


Charles A. Myers [ December 


tribution rate of 1 per cent (instead of the 
1938 if his reserve percentage at the end of 
t, and he could qualify for complete exemp. 
during 1938 if his reserve percentage was 
reductions were conditional, however, upon 
unting to not less than five times the largest 
his account within any one of the three pre. 
law also provided that, beginning in 1939 
ur employers would be increased over the 
‘or example, if an employer's benefits exceeded 
lendar year, or if his account was overdrawn, 
| by one-half of 1 per cent up to a maximum of 
luctions from these higher rates were to depend 
eeding yearly benefits, fulfillment of the “five 
serve percentage being at least 7.5 per cent! 
pooled-fund principle was incorporated in 
umendments. In order to continue the pay- 
; formerly employed by firms which were likely 
“balancing account” was established. This 
t interest earnings on the unemployment te- 
1, 1937, the balance remaining in accounts no 
nd from several other minor sources.® 


i definition of “stabilization” and, indeed, 
lefine it rigidly for practical purposes. Does it 
the same work force throughout the year, ot 

f the same-sized work force? Or does it imply 
smaller number of persons? Can stabilization be 
tistics alone, or should it be considered in 

r turnover? 
; not define stabilization, although encouraging 
one of its main objectives. The sole criterion 
luction is the reserve percentage. Although a¢ 
the most satisfactory measure, as some contend, 
loes not furnish an ideal standard by which 

Benefit payments affect the status of the 

efits may be reduced by devices which are 
bilization. Furthermore, the reserve percentage 
reserve itself, but also upon the last calendar 
us years’) payroll. If this has been falling 
he reserve has been depleted, the percentage 


(2), (3), and (6). 
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will increase in spite of more benefits.” Wage cutting, or more important, 
extreme work spreading, might account for such a phenomenon, which 
could scarcely be considered as indicating stabilization. 

A tentative definition of stabilization would be ‘the maintenance of a 
labor force of approximately the same size for approximately the same 
aumber of hours per week over a particular period.” This would rule out 
all extreme work spreading, but would allow some flexibility of hours in 
order to avoid minor fluctuations in employment. Dovetailing of employ- 
ment betwen two or more firms would have to be excluded, however, and 
this illustrates the impossibility of a rigid definition. 

In a case study such as the present one, evaluation was necessarily rela- 
tive, based upon the claims and statements made by employers at the inter- 
views and checked where possible by statistical series of employment, man- 
hours, labor turnover, benefits and the reserve balance. But no refined 
statistical studies were made, the analysis being confined to a visual inspec- 
tion of the amplitude of the plotted curves. When the movement of the 
curves was noticeably more regular after benefit liability began, this was 


T 


laste CLASSIFICATION OF Firms INTERVIEWED TO DEGREE OF STABILIZATION 
ACHIEVED AS A RESULT oF Errorts INDUCED BY THE AcT 


Per cent 


Degree of stabilization | No. of firms 


Appreciable 
. Some—but efforts began before act for other reasons 
3. Some—but success limited by difficulties 


Sub-totals: 2, 3 


1, 2, 3 


. Negligible—had attempted before Act for other reasons 
5. Negligible—largely unsuccessful or little attempted 
. Negligible—Act ignored for the most part 


si: 


Sub-totals: 4, 5, 6 


1,2, 3,4, 5,6 


7. None—had stabilized before 

‘. None—business naturally stable 
9, None—difficult or impossible 

10, None—Act ignored 


Sub-totals: 7, 8,9, 10 


Grand total 


‘ This possibility was first pointed out by Karl Pribram and Philip Booth in Merit Rat- 
ng and Unemployment Compensation (memorandum of the Division of Unemployment 
~“mpensation Research, Social Security Board, Washington, October, 1937). 


11 27 
iI 12 4.9 
5 10.1 
15.0 
II, 17.8 
15.8 
1.6 
35.2 
61.1 
I\ 9.7 
20 8.1 
39 15.8 
13 5.3 
Pe | 96 | 38.9 
247 100.0 
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under the impetus of the Act.* Twenty. 
terviewed between July 1, 1937, and 
in appreciable amount of stabilization 


lis success is relative to that achieved by 
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ume number of employees is now main- 


the same number of weekly hours. Thirty- 


ent) have achieved some rary 
(35.2 per cent) have accomplished onl; 
firms (38.9 per cent of the total) have 
ise of the Act.® 
last three groups according to the reasons 


we find that 80, or 36.4 per cent of the 
bilize employment for other reasons before 
iditional 20 firms were in naturally stable 
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the ability of 103 firms (46.8 per cent) 


17 appeared to have ignored the stabiliza- 


1other angle, it is evident that nearl; 
een induced by the Act to attempt some 
This group includes 151 firms, or 61.1 
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attempted to stabilize under the Act. Although careful accounting might 
indicate that the costs of irregular operation are sufficient reason to 
stabilize, few employers know their costs so well or act so wisely. A 
definite financial outgo, such as benefit payments, assumes a psychological 
importance out of proportion to its relative financial significance. Fore- 
men, in particular, appear to be impressed by benefits when other less 
tangible costs elicit little concern. 

Wisconsin employers on the whole, favor the employer-reserve type of 
law, probably because the plan of requiring each employer to pay benefits 
only to his own employees and judging him on this basis appeals to the 
individualistic side of his nature. Interestingly enough, this was found 
usually to be true even of those employers who admitted that they could 
do very little to stabilize because of difficulties inherent in the nature of 
the business. Persistent “education” in favor of the Wisconsin plan by 
various groups in the state may account in part for this attitude. At any 
rate, it is significant for the incentive aspect of the law, since employers 
are generally convinced that the employer-reserve method rewards them 
better than any other type for their efforts to stabilize employment. 


Devices used by Wisconsin firms to reduce benefits and thus qualify for 
lower contribution rates can be listed in two groups: (a) those which 
tend truly to stabilize employment, and (b) those which are simply 
designed to avoid benefits without increasing the stability of employ- 
ment. This distinction should be borne in mind throughout the discus- 
sion, Several devices might be classed in both groups, depending upon 
whether stabilization of employment within the firm or within the 
state is the objective. Most of the firms which have been induced to do 
something under the Act have used both devices, although the more suc- 
cessful have concentrated on the bona fide ones. 

Since the manner in which stabilization devices are used is well known, 
only a listing of those employed by Wisconsin firms as a result of the 
Act is possible in this article. The most frequent devices were: (1) More 
centralized employment management, including more careful selection 
of the work force. (2) Transfer between departments. (3) Production 
planning in conjunction with manufacture for stock during slack periods, 
where the product is fairly standardized, not perishable, and easily stored. 
(5) Hiring fewer at peak seasons, through manufacture for stock, working 
overtime, filling orders more slowly, or refusing orders. Although im- 
portant as , tendency, this last has affected only a relatively small number 
t workers. Rough estimates by the companies indicated that not more 
than 4,000 workers, or about 2.4 per cent of those covered by the inter- 
views, were getting less work or were unemployed as a result of this 


practice. The others, of course, were benefited by more regular work; hence 
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f employment for the Majority of 


vices, used only by a few of the firms 
fication of products and markets. (2) 
her employers. (3) Booking business 
(4) Standardizing or simplifying the 
cting work out or moving part of the 
viewpoint of state-wide employment 

rden of irregular employment is merely 
t-of-state plant unless the work dove. 

But from the standpoint of the individual 
nce under the law, contracting out and 
state do tend to stabilize the employ. 


were asked whether they were making 
isconsin than in the other states, many 
Twenty-four of the 31 such companies 
of unemployment compensation law had 
tween states. Some of these, however, 
the Wisconsin law had shown them that 
onsequence they had introduced policies 
nts in other states. 
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). also Section 108.02 (7). 
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employer who has been operating on a 40-hour week to cut the hours of 
work during slack periods as low as 20 a week in order to avoid layoffs 
and benefits. If work spreading is as extreme as in the above example, the 
practice is best described as benefit avoidance rather than stabilization. 
It tends merely to stabilize under-employment, since benefits would 
otherwise be payable to those laid off and the remaining employed workers 
would receive more nearly full-time work. 

Where the Act has encouraged more work spreading than was done 
before, as it has in 55 per cent of the firms interviewed, the initial pre- 
sumption is that benefit avoidance was the main consideration, rather 
than more regular employment. In some cases, work spreading was the 
employer's only claim of accomplishment under the Act. But in others, 
wotk spreading was practised only to a limited degree, and, further- 
more, as a part of a well-rounded stabilization program. Where there is a 
temporary slack of a predictable duration in one department of a large 
ompany, slight shortening of the hours for all workers will make tempo- 
rary layoffs unnecessary, and this need not be characterized as benefit 
woidance. It should be added, too, that many of the employers interviewed 
hesitated to spread work to the benefit-rate level, in spite of the incentive 
to do so under the Act. Only about one-eighth of the firms went to this ex- 
treme; the others made layoffs earlier either because they believed this to 
be better for employee morale or because union agreements required it. 

(2) Hiring for the probationary service period only. The Act provides 
that an employee shall not be eligible for benefits from a particular em- 
ployer until he has been employed for four weeks (and on at least 12 
working days).%* Taking advantage of this, 15 per cent of the firms inter- 
viewed have hired unskilled laborers for such jobs as unloading cars of ma- 
terial, loading scrap, shovelling snow, etc., being careful to lay them off 
before the end of four weeks and hiring a new set the next time. 
Relatively few workers are involved in this practice, however, the total esti- 
mate for 39 firms being only 425. 

(3) Hiring ineligibles during the peak season. Since students and self- 
employed persons (as defined) are not eligible for benefits under the 
Act,"* about 13 per cent of the employers interviewed used this method to 
wold benefit payments. But over half of the firms, such as canneries, had 
employed this type of labor before the Act, so that there was a net in- 
crease of only 900 in ineligible hirings by firms interviewed. 

(4) Rehiring or laying off employees on such days of the calendar 
week that partial unemployment benefits are not payable. Since the partial 
benefit provisions of the law must be based upon some definite period 
(in this case, the calendar week), employers can avoid a few benefits 
by atranging hirings and layoffs so that a worker will receive during the 


., 1937-38 Text, Section 108.04 (9). 
Section 108.04 (5) (f) and (g). 
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specified period w qual his benefit rate. Another prac. 
tice was to spread ff over parts of two weeks, thus avoid. 
ing benefits in th 


In few cases, of the stabilization devices discussed 
earlier been used r employer. Nevertheless, many of the 
27 firms which | ppreciably as a result of the incentive 
provided by the 1 well-rounded stabilization programs. 
Their success is the trend of the employment (or man- 
hours) curve, wl tuating considerably before July, 1936 
(when benefit lia me steadier and smoother thereafter 
In addition, theit in relation to contributions, is usually 
better than that « ible firms in the same industrial classif. 
cation. Benefit av have been a factor in this, but genuine 
stabilization effort te probable explanation. 

large majorit f th mpanies interviewed, however, have 
not accomplished r the stimulus of the Act as those in the 
“appreciable” gr failed partially or completely in their 
attempt; others h 1 it necessary to make further stabiliza. 
tion efforts. The : lack of notable success or change on the 
part of most of n be divided into two broad groups 
(1) the 45.5 pes h had attempted to stabilize before 
the Act or were | businesses, and (2) the 46.8 per cent 
(103) where dif | stabilization or made it impossible. 

Typical of ma in the first group was a large paper 
company, in wh personnel management had already in- 
troduced most of the liz i devices. These were considered 
good business in i irdless of the Act. The relative signif- 
cance of the Act wa gent: by one of the officials as 
follows: 

The costs of fi ent are so great that the additional cost 
placed on us by th latively unimportant. But the Act is of in 
portance psycholos 1 a lot of supervisors (foremen) to think 
more seriously ab« regularity of employment. 


In nearly 10 | firms the Act has made no change, since 
they had introdu loyment policies earlier. Some of these 
plans are well k: tly those of S$. C. Johnson and Son, Inc 
the Kohler Compa he Nunn-Bush Shoe Company. In each case 
however, the ofh Ip nies were in sympathy with the pro 
visions and obje onsin act. Another subgroup in which 
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e Act has made no change includes 20 firms which are in naturally 
table businesses. Typical of this class are cheese companies, a milk 


condensery, a yeast manufacturing company, a small bakery, four daily 


newspapers, two laundries, and one firm in each of the following in- 
iystries: chemicals, cement, paper, millwork, life insurance, manufactured 
nas, telephone, and taxicab service. 

Numerous difficulties, present in varying degree, confronted those 
frms, comprising the second group, which have tried to stabilize but have 
fillen short of appreciable success. Employment in a company producing 
orofessional furniture, for instance, was fairly steady until radio cabinets 


were manufactured on special contract. Even though other efforts were 


made to stabilize under the Act, extreme seasonality and uncertainty as 
to volume of orders resulted in irregular employment. Many companies 
ced a similar problem when they produced only according to customer 
specifications, and therefore could not plan ahead or manufacture for 
ck. Stabilization was also largely out of the question in those businesses 
where there were extremes in style and seasonality of demand, as in 
millinery, women’s shoes, automobile upholstery and accessories, etc. 
The same was generally true where the supply of the raw material was 
easonal and perishable, as in canning and tobacco processing. Frequently, 
also, > ae were restricted in transfer and work spreading by the 
niority provisions of union agreements. 
“I poe be emphasized that factors affecting the ability to stabilize 
nployment vary not only between industries, but also between firms in 
the same industrial classification. This is sometimes overlooked in gener- 
alizations concerning what employers can or cannot accomplish in the way 
f more stable employment. Two employers in the same industry may have 
equal determination to stabilize employment under the Act; yet one may 
be more successful than the other because his line of products does not con- 
in a highly seasonal item, as does the other’s, or transfer of workers 
is not limited by the union agreement, or because of some other factor. 
These differences are reflected in statistical comparisons of the ratios of 
benefits to contributions for all firms subject to the Act, published periodi- 
cally by the Industrial Commission of Wisconsin. Not only does the 
‘The latest available when this article was written were Tables 901.1, 902.1, and 903.1, 
reviewed “the experience—through June 30, 1938—of 7,408 employer-reserve ac- 
(Madison, Unemployment Compensation Dept., Industrial Commission of Wis- 
n, Oct. 1938). New Tables 901.2, 902.2, 903.2, and 904.1, covering the experience 
gh June 30, 1939, and published under the date of Sept. 26-28, 1939, have just been 
available. In the light of the above and subsequent discussion, several points deserve 
tion. Over 30 per cent of the 8,494 active liable accounts had paid no benefits as late 


30, 1939, but nearly three-fourths of these were firms which had been liable for 


its for only 6 or 18 months. More than 70 per cent of the 7,264 uncharged accounts 
which a rate variation could apply in 1939 were in wholesale or retail trade and the 
industries, and only 16.5 per cent were in manufacturing. At the other extreme 


active overdrawn accounts—2.2 per cent of the total liable accounts. Two-thirds 
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The “balancing account,” out of which benefits are paid to workers 
formerly employed by firms which have exhausted their reserves, con- 
wined a balance of $170,080.23 on June 30, 1937. In spite of increased 
jins upon it, the net account continued to grow, having a balance of 
sbout $772,100 at the end of October, 1938, and $1,414,444.62 at the 
end of February, 1939. Total payments from the balancing account up 
») the latter date were $462,547.53, which was only about 25 per cent 
of the gross amount credited to the account since its establishment.’® 


Actual merit rating, by means of which certain employers qualified for 
lower contribution rates, first became effective in Wisconsin at the begin- 

x of 1938. However, only a relatively small number of reduced rates 
i114) were granted during this first year. This was because a company 
which had succeeded in paying no benefits and had a constant annual 
payroll could not build up a reserve percentage equal to or greater than 
-5 until the end of 1938. Most firms had higher payrolls in 1937 than 
in previous years, so that the reserve percentage, being the ratio between 
the reserve balance and the ending year’s payroll, was even less than 
where the payroll was constant. 

Most of the 30 firms which qualified for the zero rate and the 84 which 
qualified for the 1 per cent rate in 1938 were able to do so because of 
unusual circumstances. The determining factor was not stable employ- 
ment, but rather the existence of smaller payrolls in 1937 than in previous 
years, thus increasing the reserve percentages. In a number of cases this 
result occurred when a firm disposed of part of its business to another 
employer in such a manner that the buyer did not become a “‘successor 
a interest’” under the law and therefore did not secure the seller's un- 
employment reserve. Consequently, with a much smaller payroll in the 
list year and a reserve balance built up in earlier years on the basis of 
higher payrolls, the seller’s reserve percentage was greatly increased— 
and sufficient to qualify him for the lower rate. 

Those few firms which did have comparatively stable employment and 
secured reduced rates were able to do so only by making an additional 
voluntary contribution to their reserve before the close of 1937. A com- 
pany manufacturing hospital equipment, for instance, had an unusually 
good record of stable employment and had paid no benefits as late as 
April, 1938. But with a higher 1937 payroll of approximately $300,000 
ind a reserve balance of only $14,000, this company had to make a vol- 
untary contribution of about $16,000—more than it had contributed in the 
previous three and a half years—in order to raise its reserve to the 10 
pet cent level necessary for the zero rate. Deductibility from state and na- 


"Figures were taken from reports of the Industrial Commission or furnished directly 


‘ the | nemployment Compensation Department. As late as October, 1939, the net balance 
48 reported unofficially as “over one million dollars.” 
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vercentages between 7.5 and 8, while there were none between 9.5 and 
1 er cent. 

Ten of the 78 firms interviewed which are paying the standard rate 
of 2.7 in 1939 had reserve percentages of 7.5 or more, but they could 
not fulfill the additional requirement that the reserve should be five times 


the largest amount of benefits paid within any one of the three preceding 


years. A great majority of the other 68 firms had reserve percentages 
tween 5.0 and 7.5. Nineteen of the 62 firms interviewed paying the 
higher 3.2 per cent contribution rate in 1939 were penalized for having 
accounts. The other 43 still had a positive net reserve 
at the end of 1938 but their benefits exceeded their contributions during 
the year. Over half of these had reserve percentages of more than 4 
ver cent. On the other hand, 8 of the exhausted accounts were over- 
drawn to the extent of 5 per cent of the 1938 payroll in each case. 

A re-classification of the 1939 contribution rates of the firms inter- 
viewed, according to the degree of stabilization achieved as a result of the 
Act, indicates the following conclusions: (1) more firms which have 
lone little or nothing to stabilize under the Act, because they did so 
before or because their business is naturally stable, qualified for the re- 
luced contribution rates than did those firms which have accomplished 
appreciable’ or “‘some”’ stabilization as a result of the Act; (2) of the 
7 firms which appear to have stabilized appreciably under the Act, 8 
capital or durable goods firms are paying a standard or higher contribu- 

in rate in 1939, while most of the lower rates have been secured by 
firms in the consumers’ goods industries; (3) over half of the firms in- 
terviewed which must pay the higher 3.2 per cent rate are those in which 
tabilization under the Act has been largely unsuccessful or little at- 
tempted, or has been difficult or impossible because of the nature of the 
business; (4) an important minority of firms in industries where stabiliza- 
tion was considered difficult or impossible qualified for reduced con- 
tribution rates in 1939. Most of these were in consumers’ goods industries 

as brewing, meat packing, condensed milk, etc. 

The merit-rating features of the Act were altered in several respects 
by the June, 1939, legislative amendments.’® In order to prevent an em- 
ployer from having a high reserve percentage simply because his ending 
calendar year’s payroll was lower than in previous years, the term was 
redefined by substituting a two-year and (after 1940) a three-year average 
innual payroll for the ending calendar year’s payroll when the latter is 
«ss than the former. Increases in contribution rates will depend here- 
iter upon the exact size of the reserve percentage, instead of entirely 
is at present) upon whether the employer's account is overdrawn or 


Chapter 186, Laws of 1939. 
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whether benefits | contributions during the year. The fate 
will increase fron r cent if the reserve percentage (as rede. 
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stable businesses were rewarded along with firms which made genuine 
efforts to stabilize as a result of the Act. This has been justified by some 
writers on the ground that it is necessary to allocate the “social costs” 
of irregular employment. Adequate consideration cannot be given to this 
problem here, but in the light of incidence theory the argument is open 
to question. 

In spite of these weaknesses of the reserve-percentage method, however, 
most of the alternative proposals do not appear to be greatly superior. 
Any system of industry classification, for instance, overlooks the extreme 
jifficulty of pigeonholing firms into comparable categories. The simplicity 
of the reserve-percentage formula, and its evident appeal to a large 
majority of the employers interviewed in Wisconsin, justifies caution 
n making sweeping changes at the present time. As for the advantages 
f the Wisconsin employer-reserve law, compared to a pooled-fund law 
with merit rating, in stimulating stabilization efforts, the final answer must 
await studies in the latter states and further comparative investigations in 
Wisconsin. 

CHARLES A. MYERS 

Massachusetts Institute of Technology 
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But it is obvious that negative business savings may increase without 
any change in employment. A change in employment is not to be inferred 
unless the reason for the change in business savings is known. While Mr. 
Humphrey is correct in saying that disinvestment as a result of a reduction 
in physic al inventories or a failure to keep up capital results in less rather 
than more employment, to say that an increase in negative business savings 
necessarily means less employment is too sweeping a statement in view of 
the many sources from which such a change may arise.’ That some slight 
qualification at least should be made even Mr. Humphrey himself feels: 


But if we assume that the economy is operating at partial capacity and that all 
current rec eipts are spent on wages, with no return to owners, then negative busi- 
ness savings need not reflect lower employment (p. 231). 


It is unnecessary to make as a condition of the argument concerning nega- 
tive business savings that the economy be “‘operating at partial capacity,’ 
for as a typical phenomenon negative business savings are characteristic of a 
yystem operating at partial capacity. Furthermore, to add “with no return 

} owners” implies that all funds that are paid out in dividends would al- 

ways be so used as to create employment if retained. Even in prosperity, 
however, this would obviously not be true, since the funds might be used to 
buy securities or kept in the form of cash. Therefore, if funds which might 
therwise lie idle because of a decision not to keep up capital, were used 
to pay dividends in a depression, the result would not be a smaller volume 

f employment.‘ 
After having made the above qualification Mr. Humphrey adds, “But it 
is clear that they [negative business savings| can never be regarded as in- 
reasing employment’’® (p. 231). Now, if by this statement Mr. Humphrey 
means that negative business savings cannot cause an increase in employ- 
ment, he is, of course, correct. If he means, however, as the tenor of his 
previous discussion would lead the reader to believe, that an increase in em- 
ployment cannot be accompanied by an increase in negative business savings, 
he is mistaken. It is not difficult to conceive of a case in which depreciation 
might be much greater if there were production than if there were no produc- 
lion—/.e., a case in which Keynes’s “‘user cost’’ would be appreciable. In 

"Mr. Humphrey devotes considerable attention to the idea that a reduction in inventories 

r the consumption of capital means less employment . . . “there is less current production 
{ employment for any given level of consumption when a part of that consumption is 
of inventories” (p. 230); and later—the consumption of capital “does not increase 
loyment, but reflects a lower level of employment, that is, lower than would have been 
red. for the same level of consumption if the capital assets had been maintained” 
230). But when we come to examine the significance of these statements, whose truth 

id be admitted by nearly all economists, it appears that they amount to little more 
aying that if we had more employment we should have more employment. That dis- 
ment means a relatively lower level of employment is an important and obvious fact, 


ore important is the motivating force which causes the disinvestment. 


‘The case of the American Telephone and Telegraph Company was one of this sort. 
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in the building up of net worth, as Mr. Humphrey himself later acknowl- 
edges when he says, “The surplus is an accounting device by which additions 
to capital are kept separate from the original capital” (p. 231). If negative 
business savings can be incurred only by decreasing net worth, and if more 
income can be consumed than is produced only by decreasing net worth, 
it is hardly proper to say that surplus, which forms a part of net worth, is 
irrelevant to the incurring of negative business savings. 

Now let us inquire what relationship exists between corporate surpluses 
and negative business savings. One aspect of that relationship has already 
been considered—/.e., if negative business savings are taken to represent a 
decrease in net worth, and if surplus is included in net worth, the existence 
f surplus increases the potential amount of negative business savings by 
making the net worth larger than it would have been if no surplus had been 
accumulated. While Mr. Humphrey is correct in holding that the existence 
of surplus is not essential to the incurring of negative business savings, 
and that negative business savings should not generally be interpreted as 
implying an increase in employment, it does not follow that there is no 
relation between surpluses and employment. It should be recognized that 
if the variable costs of any production that is undertaken are covered, nega- 
tive business savings may be the same whether there is no production at all, 
1 whether there is a large amount of production. In other words, the same 
amount of negative business savings may be accompanied by no employment 
or by much employment; a firm with a surplus is apt to continue production 
longer in a period of declining prices than one with no surplus. 

In the first place the condition of a firm with a surplus is likely to be 
superior to that of a similar firm with no surplus.* Consider two firms with 
equal capital at the beginning of a given period, one of which pays out all of 
its earnings in (cash) dividends, while the other accumulates a surplus.® 
Although the capital plant of the first firm may be kept in good condition 
by means of adequate depreciation allowances, if the second firm has equal 
depreciation allowances, its plant will probably be superior as a result of 
the utilization of surplus; for while depreciation allowances may be adequate 
to keep the plant in good condition, further improvements could no doubt 
be made by the expenditure on maintenance of still larger sums. While it is 
true that surplus might merely be invested in more plant of the same kind, 
there is a good chance, given the business ability which has been able to 
accumulate a surplus, that some of it will be used for plant of a better type or 
1 better quality, or used to keep plant in better condition. J. B. Williams 
has pointed out that although the customary reserves for depreciation and 

"Surplus is here taken to mean an earned surplus. 

“It should be mentioned in this connection that a firm which has pursued the policy of 
paying out stock dividends instead of accumulating surplus may be in the same position 


‘sone which has accumulated surplus, because the earnings have been retained in the 
Ousinéss in some form or other. 
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tion with the Securities and Exchange Commission, including the legal and 
accounting costs thereby incurred, would make the undertaking of such 
operations through the issue of stock more expensive than through the use 
of funds already in the hands of the corporation. Whether or not the stock 
could actually find a market is, of course, another question. Companies with 
unlisted securities might have difficulty in selling more stock, as might new 
companies, since the public has a preference for securities which have stood 
the test of time. Thus if a company which has earnings more than sufficient 
to pay dividends does not reinvest by accumulating a surplus, there is a 
good chance that it will not choose any of these alternative methods of re- 
investment. Consequently the firm with a surplus is apt to be superior at the 
end of a given period to the firm that pays out all of its earnings. 

In discussing the employment afforded by two such firms and their produc- 
tion, the division of total cost into variable and fixed costs is significant. A 
frm will not ordinarily undertake production unless it expects the proceeds 
therefrom to cover at least variable costs. However, it is a well established 
tenet of economic theory that a firm will engage in production the proceeds 
from which are not expected to cover the total cost, if it is expected that 
those proceeds will cover more than variable costs and make some con- 
tribution toward fixed costs. Now it is not at all unlikely that for two firms 
with equal capital (7.e., equal initial investment), and engaged in the same 
line of production, variable costs may be lower for the firm with a large 
surplus than for the one with no surplus, since as already observed the plant 
and equipment of the former are apt to be superior to that of the latter. 
Consequently, if a given price covers variable costs only for the firm with 
no surplus and covers variable costs plus some contribution toward fixed 
costs for the firm with a surplus, the latter will continue production longer 
than the former in a period of declining prices. But even if variable costs 
ate the same for the two firms, the firm which has a large corporate surplus 
is in a better position to continue production when the proceeds cover only 
asmall margin of fixed costs than is a firm with no surplus or a very small 
one, for it is likely to have its fixed capital in better condition than the firm 
with no surplus, and therefore to be better able to neglect maintenance." 

The ability of a firm with a surplus or one without a surplus to secure 
working capital and the other requisites for continuing production may be 
largely dependent upon its ability to borrow, since there is no reason for 
assuming that the one firm would have any greater proportion of its assets 
"Depreciation which results from the use of plant is, of course, part of variable cost. 
it depreciation which would go on even in the absence of production is not part of 
variable cost for the period during which production may continue without any expenditures 
on maintenance to make good such depreciation; it is part of variable cost, however, for a 
longer period—#.e., one during which some expenditures on maintenance must be made 
in order to be able to continue production. As already observed, the length of time a 


) may continue production without making any expenditures on such maintenance de- 
pends upon the condition and quality of the plant in the beginning. 
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other form of equity,” but he fails to see that the volume of available funds 
was larger because the total net worth was greater as the result of the 
accumulation of surplus than if all earnings had been paid out.** Perhaps 
Mr. Humphrey would be better satisfied if a new name were found for 
surplus, or if it were not separated from the original capital. 

Mr. Humphrey’s remarks concerning the relation between surpluses and 
disbursements, moreover, are not entirely consistent. On the one hand, he 
says that dividends are not paid out of surplus and that the continuing of 
oroduction at a loss is not dependent upon a surplus. On the other hand, 
at the beginning of his argument he says, 

From 1929 to 1933, the surplus account of all non-financial corporations was re- 
juced $15 billions; yet, during the same period, the excess of income paid out 
over income produced was $25 billions. Thus the entire $25 billion excess of 
disbursements over income produced could not have been dependent upon pre- 
viously accumulated surpluses, which were reduced only $15 billions’? (p. 224). 

The implication here is that $15 billions of the $25 billions by which 
income paid out exceeded income produced came from surplus, leaving 
only $10 billions to be accounted for otherwise. To say, however, that the 
entire excess of disbursements could not have come from surplus is very 
different from saying that mone whatsoever came from that source, as he 
later implies. Furthermore, to the extent that as a result of previously ac- 
cumulated surplus, plant was in such a condition that it could be allowed to 
depreciate without greatly hindering current production, available cash 
could be used to pay dividends. And while it might not be accurate to say 
that those dividends were paid from surplus, their payment might have 
been impossible in the absence of surplus. The important point is not only 
how much of the disbursements came directly from surplus, but also how 
much of those disbursements were induced by surplus, or occurred indirectly 
as a result of the existence of surplus.*® 

Mr. Humphrey recognizes that ‘“‘whether paying out unearned dividends 
is beneficial depends upon how the funds would otherwise be used.” He 
believes that it would be better if the funds used to pay dividends were used 
instead to maintain capital because they would thus lead to more employ- 
ment. But he neglects the effect which the spending of those dividends 
might have on employment, and furthermore he does not face squarely the 

“ Again a qualification should be made to take account of stock dividends. There would 
de no difference in the volume of available funds of two corporations, one of which had ac- 
umulated a surplus and the other of which had issued stock dividends to an equivalent 


amount, if the amount so represented in each case had been invested similarly. 

" My italics. 

"In concluding section IV Mr. Humphrey says that his argument “has been merely 
that the data adduced do not support the conclusions which were cited” (p. 231). (My 
italics.) It has in fact been much more than that. The conclusions he has cited do not 
claim that all of the excess of income paid out over income produced has come from sur- 
plus. Mr. Humphrey denies, however, that any of it comes from that source, and he also 
argues that such payments are completely independent of and uninfluenced by such surpluses. 
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First they have ‘'t! f lowering the rate of interest in prosperity and 
raising it in depre »3); and second they aid and abet “corporate 
managers in their to resist the requisite adjustments and te 
organizations by i: ‘ ies and limiting the capacity of the system 
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in depression rather than paying them out in dividends would lead to greater 
employment. If the greater part of dividends is saved, then the net effect 
of the accumulation of surplus in prosperity would be very little reduction in 
the rate of interest, or possibly none at all; if the greater part of dividends 
is spent, then the payment of unearned dividends in depression would be a 
factor stimulating greater employment. 

While Mr. Humphrey’s first objection to the accumulation of corporate 
surpluses is based on the theory that they stimulate over-investment by keep- 
ing the rate of interest low in time of prosperity, his second objection is con- 
cerned not with the causation of the cycle, but with the response of the system 
to the cycle once it is in progress. He believes that such surpluses not only 
have no beneficial effect in maintaining production and employment during 
a depression, but that they even have the opposite result—“‘the position of 
the management and bondholders is rendered more secure, with the result 
that production can be shut down until better times appear” (p. 233). But 
with an economy dominated by the profit motive, corporate managers will 
continue to produce so long as production returns anything more than varia- 
ble costs—and they may even continue production in certain cases when 
variable costs are not covered. As previously noted, a firm with a large sur- 
plus is in a better position to continue production than one with no surplus 
because its costs are apt to be lower, it is better able to neglect maintenance, 
and it is likely to have superior borrowing capacity. 

Mr. Humphrey also objects that with corporate surpluses “reorganizations 
and other cleansing and beneficial effects of depression are more success- 
fully resisted” (p. 233). One wonders whether Mr. Humphrey includes 
bankruptcies which would certainly be more numerous without surpluses, 
in “other cleansing and beneficial effects,” and does not underrate the 
devastating effect of even one important bankruptcy in aggravating the 
downswing of the cycle once the decline has started. Better proof that cor- 
porate surpluses are of no significance to the level of employment and 
production in a depression is necessary to substantiate Mr. Humphrey's 
objections to the accumulation of surpluses. 
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charge-offs is usually practised. Some British companies, however, treat de- 
preciation as an appropriation of profits in order to diminish year-to-year 
fluctuations in disclosed net income. They adjust gross profits by alloca- 
tions from or to unspecified “internal” reserves. Nevertheless over the long 
term the aggregate depreciation and obsolescence deductions which are 
indicated to British shareholders conform closely to true business require- 
ments in these respects—which are frequently at variance with the quite 
arbitrary figures given to the revenue authorities for tax purposes.’ 
TaBLE I. Ratios or Equity DivipENpDs To AVAILABLE EARNINGS OF 


AMERICAN, BritisH, FRENcH AND Dutcu Companies! 
(In per cent) 


British French 
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37 74 71 


‘American data from 1922 through 1926 are compiled from 135 industrial corporation 
reports by L. H. Sloan and Associates, and since 1927 are taken from Standard Statistics 
Company’s composite report of 403 leading industrials. The British data are taken from the 
annual reports of 420-459 companies. The Dutch figures represent an original compilation of 
19 companies, and the French of 24 companies. 


In Holland management customarily creates two sets of reserves from 
gtoss income. One of these roughly corresponds to the usual American 
depreciation and obsolescence allowance. The other reserve is raised by 
additional allocation of profits, its size varying with fluctuations in gross 
income. The additions to this latter fund, together with the normal de- 
preciation charge, often consume the major part of gross earnings and 
amount to an appreciable percentage of the capital.* To ensure compara- 


*This conclusion is substantiated in “British Industrial Profits,” Economist, Dec. 17, 

1938, p. 597. 

*The Philips Co, appropriated to reserves the following amounts before declaring net 

ome: 
Reserve appropriations Total capital 
25.5 million guilders 87.0 million guilders 
57.6 million guilders 90.7 million guilders 
22.3 million guilders 90.7 million guilders 
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United § 
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In France calculation of earnings after the general impost on company 
profits® and before the tax on dividends makes the data comparable. 

In Holland, as only dividend payments are taxed, the reported earnings 
(as herein adjusted for excessive reserve creation) are directly comparable 
to the American. 

For Table II the writer has selected a number of commercial banks, 
2 number of companies whose fortunes are principally dependent on the 
course of basic commodity prices, and a number of the largest power and 
light, chemical, motor and steel, and retail companies in order to show the 
comparative ratios of share prices to annual earnings.* Since published 
statistics relating to comparative per-share earnings are unavailable in 
European countries, our analysis has entailed the compilation of original 
data. The samples are necessarily moderately sized, but the most important 
companies in each country are represented, and it is therefore believed 
that the results supply a genuine basis for comparison. 

These data, showing a lower yield in foreign markets than in the United 
States in nearly every year in each of the categories, demonstrate that a 
‘iven prospective dividend income has a higher capital value abroad than 
in this country. Only in the chemical industry, whose aura of “romance”’ and 
progress has particularly captured the imagination of the American investor, 
has the yield in Britain approximated that in this country. The relatively 
low prices in relation to earnings per share in Holland are said to be due 
to the small ratio of dividends to earnings resulting from non-taxation of 
undistributed profits and from heavy allocations to open reserves.’ 

If further allowance were made for differences in methods of deprecia- 
tion, these divergences would be even more marked. Correction for smaller 
depreciation charge-offs in England would, for example, accentuate the ex- 
cess of American earnings-yields. 

Particularly significant is a comparison of the valuation of the shares of 
afhliated companies in different countries; it will be found that such a 
comparison substantiates the lower level of American valuation. Turning 
back to Table II, we can note that F. W. Woolworth Company of America 
has sold at an appreciably higher earnings yield than its affiliate, F. W. 
Woolworth Company, Ltd., of England,® in every year except one. Simi- 
larly divergent have been the market valuations of the shares of the 
American Telephone and Telegraph Company and the Bell Telephone 
Company of Canada, the former owning 23 per cent of the capital stock 

‘This tax amounted to 14 per cent in 1937. 
_ "Ratios stated are between the earnings-per-share in each financial year and the mean 
ighest and lowest market prices thereof in the corresponding calendar year. In the case 


f t Harrod's of England, whose fiscal year ends Jan. 31, earnings are related to the 
re prices of the preceding calendar year. 


"* ieee the practice of making heavy reserve appropriations does not significantly 
raise capital valuation. 


*The American company owns a majority of the British Company's ordinary shares. 
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The earnings yield 


for identical issues. 
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it. stock” with the Institute of Actuaries’ corresponding average of British 
ed companies. Here again is demonstrated the higher American yield. 

nt The comparative record of the relatively superficial yield or dividends, 
ce as shown in Table IV, substantiates the conclusions from our earnings-yield 
ith data. Particularly since 1931 American dividend yields have exceeded those 
If- in the other countries. 

tk In conjunction with the use of earnings- and dividend-yield data to 


compare national valuations of equities, the concurrent rental value of 
money and the yield obtainable from other investment media must be taken 
into account. Chart I shows the ratios of the yields on government bonds 
to the average earnings yields of our selected shares in all countries since 
1929.° On the basis of comparison with money-rates, equity earning power 
” had the lowest market capitalization in the United States in every year. 


CHART I 
RATIOS OF GOVERNMENT BOND YIELDS 
TO 
EQUITY EARNINGS YIELDS 
\ OF LEADING COMPANIES 
100 
\ 
\ GREAT — 
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\ 
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» 
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UNITED STATES 
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WV 
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1929 

1930 

193) 
1932 
1933 
1934 
1936 
1937 


1935 


h and 

The bond yields are calculated on: for the United States, annual averages of daily 
. prices of all government issues due or callable after 12 years; the annual mean prices 
ices. t British 21 


: 2 per cent consols, French perpetual 3 per cent rentes, and the Netherlands 
“/2 Pet cent non-redeemable government loan. 
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This chart shows that American equities have continually sold at the 
greatest discount from corporate fixed interest obligations, indicating that 
the relative investment position of the equity holder is more highly valued 
abroad. Stated another way, the relative advantage of the creditor status is 
more lowly regarded abroad. In some years the American ratio of 
dividend to fixed interest yield has doubled the ratio in other countries, and 


CuHartT III 


RATIOS OF CORPORATE BOND YIELOS 
TO 
EQUITY DIVIDEND YIELDS 


200 
200 
fads | 
A 7 | 
3 
160 
iti 
FRANCE, \j 
\ 
120 t 120 
: 
GREAT 
f= BRITAIN: 
a 3 
UNITED STATES 

40 


in only two comparable years since 1900 has it been exceeded by any other 
country. Particularly low has been the relative yield of French equities 
since the outbreak of the World War, actual and threatened currency 
manipulation reducing it even below fixed interest rates. Considering the 
bond-stock ratio within countries, there seems to have been a secular rise 
in France since the turn of the century, and in all countries excepting the 
nited States since 1928. 


— 


Shares US.A—annual averages of quarterly dividends related to mean monthly high 


i low prices of all New York Stock Exchange-listed shares paying dividends for two 
cessive years; compiled by Cleveland Trust Co. Great Britain—Institute of Actuaries’ 
il average of industrial shares. France—annual average of all companies listed on the 


Paris Bourse: compiled by La Statistique Générale. Italy—average of 63 important com- 
panies at year-end, 
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(c) Investor inertia; reflected, for example, in France, in cumulative dis- 
inclination to disturb long-existent holdings even in response to 
pertinent economic influences. 

(d) A diminishing supply of available investment media, including 
former export outlets for capital. 

(2) Our data confirm the existence within countries of a secularly 
falling preference for fixed-interest over equity capital. While this trend 
has undobutedly been largely attributable to the equity share’s growth in 
absolute popularity,’* it has probably been importantly accentuated by the 
persistent encroachment of various political and economic elements—such 
as the cumulative undermining of the legal rights of the creditor class, the 
universal loss of monetary stability, and a falling interest rate—on the 
status of the rentier. 

(3) Our comparative analysis suggests that a long-term rise in the 
valuation of American equity capital in terms of earnings and dividend 
yield as well as in relation to fixed-interest securities, may well accompany 
further maturing of our national economy. 

A. WILFRED May 

New York City 


“A study, ““British Industrial Profits,” shows that equity security prices secularly 
se in relation to total industrial profits. It concludes: “The results [of contrasting the 

¢ index of ordinary shares with a chain index of aggregate profits} obviously go 
considerable way to confirm the claims of the ordinary share as a progressive medium 
f investment in an expanding economy.” Economist, Dec. 17, 1938, p. 603. 
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by Chief Justice Hughes carefully analyzed the evidence® bearing on fair 
value and concluded that the amount of the rate-base as determined on the 
basis of prudent investment was substantially the same as the amount that 
would have been arrived at on the basis of fair value. Therefore, the Court 
concluded that in spite of the method adopted by the Commission, the re- 
sult it achieved could not be said to be confiscatory and that the Commis- 
sion’s order would not be disturbed. In this connection the Court said: 


We do not sit as a board of revision, but to enforce constitutional rights. San 
Diego Land and Town Co. v. Jasper 189 U.S. 439, 446. The legislative discre- 
tion applied in the rate-making power necessarily extends to the entire legislative 
process, embracing the method used in reaching the legislative determination as 
well as that determination itself. We are not concerned with either, so long as 
-onstitutional limitations are not transgressed. When the legislative method is 
disclosed, it may have a definite bearing upon the validity of the result reached, 
but the judicial function does not go beyond the decision of the constitutional 
question. That question is whether the rates as fixed are confiscatory. And upon 
that question the complainant has the burden of proof and the Court may not 
interfere with the exercise of the state’s authority unless confiscation is clearly es- 
tablished (at p. 304). 

This decision was a significant victory for the California Commission, 
since its effect was to sustain the use of “prudent investment” as the rate- 
base despite the rule in Smyth v. Ames. Two years later, however, the Su- 
preme Court handed down its opinion in West et al. v. Chesapeake and 
Potomac Telephone Company of Baltimore City (295 U. S. 662, 1935). 
That opinion raised the question whether the rule apparently set forth in 
the Los Angeles case, that the Court would not disturb any order of a state 
commission so long as it did not result in confiscation, had been changed. 

The relevant facts in the Baltimore case must be noted. In 1923 the 
Maryland Commission had in the course of rate proceedings made a find- 
ing of fair value of the company’s property. In 1933 the Commission be- 
gan another investigation of the rates of the same company. The Commis- 
sion in this proceeding determined fair value as of December 31, 1932, 
by taking the 1923 finding of value, adding net additions at cost, and then 
trending the sum of these two amounts by the application of what amounted 
to a weighted all-commodity price index. The company submitted proof of 
reproduction cost and accrued depreciation. The Commission examined 
this evidence, but the valuation it adopted was based entirely on the figures 
obtained by application of its index.* 

The Supreme Court of the United States set aside the rate order based 
upon this method of valuation (West et al. v. Chesapeake and Potomac 
Telephone Company of Baltimore City, supra). The Court ruled against 


. ‘This evidence included testimony on reproduction cost. Such testimony was intro- 
cuced by the Commission as well as by the company. 


"Case no. 3424, Order no. 24065 (P.U.C. Md. Reports 1933), November 28, 1933. 
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the Commission’s rate order (Pacific Gas and Electric Company v. Rail- 
road Commission, 13 F. Supp. 931). The Court said: 

It is clear from the decision of the Supreme Court in West v. C. and P. Tel. Co., 
ypra, that it is a denial of due process for the state regulatory body to refuse to 
consider proper evidence of the cost of reproduction and that rates fixed in that 
manner are illegal and void. A fortiori, it is a denial of due process to refuse to 
consider any evidence of the cost of reproduction. It follows that the order of the 
Commission fixing gas rates is void as violative of Amendments 5 and 14 of the 
Constitution of the United States, and that the execution of the order must be 
enjoined (p. 936). 

When the case was first disposed of by the Supreme Court, the decision 
of the District Court was affirmed by a divided court (Railroad Commission 
of California et al. v. Pacific Gas and Electric Company, 301 U. S. 669, 
1937). On rehearing, however, the District Court was reversed, the Su- 
preme Court finding that the Commission had not denied the company 
due process of law (302 U.S. 388, 1938). 

The Supreme Court declared that the Commission had not erred in find- 
ing that historical cost was a measure of the rate-base, that the Commission 
had for proper reasons rejected evidence of reproduction cost, that the 
Commission had afforded the company a fair hearing, and that since the 
District Court had made no finding of confiscation, the order of the Com- 
mission should have been sustained. 

The Supreme Court distinguished the situation in the Chesapeake and 
Potomac Telephone case from that in the case before it in the following 
language: 

In West v. Chesapeake and Potomac Telephone Co. (295 U. S. 662) upon 
which the District Court relied, the Court took the view that the Commission had 
based its action upon the application of “general commodity indices to a con- 
glomerate of assets constituting a utility plant’? and had resorted, on account of 
the wide variation of results caused by the use of different indices, to what the 
Court described as “‘a rule of thumb corrective” by weighing the several indices 
upon a principle known only to itself, and had substituted that sort of calculations 

for such factors as historical cost and cost of reproduction.” In that view, the 
Court thought that the Commission had acted arbitrarily, and hence that its order 
‘ell within the principle of the Northern Pacific case. No such procedure appears 
here (p. 399). 

It may be inferred that a majority of the Supreme Court now looks with 
favor upon the use of historical cost as the rate-base. No other conclusion 
is possible in view of the fact that the California Commission in this latest 
case expressly declared its adherence to historical cost and that it flatly re- 
tused to give any consideration to reproduction cost. 

In the Los Angeles case, the Commission had not only carefully weighed 
evidence of reproduction cost, but had introduced such evidence. Further- 
more, the finding of value in that case could be and was reconciled with 
evidence of reproduction cost. In the Pacific Gas case, on the other hand, it 
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against a temporary rate order of the New York Commission on the ground 
that the order was confiscatory. The Court said in part: 


The orders required the new reduced rates to be put into effect on a given 
date. They were final legislative acts as to the period during which they should 
remain in effect pending the final determination ; and if the rates prescribed were 
confiscatory the Company would be deprived of a reasonable return upon its prop- 


elimi- 


tently 
based 


upon HM erty during such period, without remedy, unless their enforcement should be 
ase, It enjoined. Upon a showing that such reduced rates were confiscatory the Company 
Court was entitled to have their enforcement enjoined pending the continuance and 
ts. by fap completion of the rate making process (p. 49). 

Latory In order to meet the objection of the Supreme Court that, if temporary 
Power MME rates were confiscatory, there was no remedy other than an injunction to 
fornia MME restrain their enforcement, the New York legislature added Section 114 
wusetts [MEE to its Public Service law. This section became effective April 24, 1934. It 
invest: J empowered the Public Service Commission: 

en be- _, to fix, determine, and prescribe temporary rates to be charged by said 
IC Case itility company pending the final determination of said rate we Said 
» basis temporary rates so fixed, determined and prescribed shall be sufficient to provide 


a return of not less than five percentum upon the original cost, less accrued de- 
preciation, of the physical property of said public utility used and useful in the 
public service. ... 

Temporary rates fixed . . . under this section shall be effective until the rates 


isually HM > be charged . . . by said utility company shall finally have been fixed, determined, 
ecause HP and prescribed. The commission is hereby authorized in any proceeding in which 
rates MMB temporary rates are fixed . . . , under this section, to consider the effect of such 
t been MEE mate to be thereafter charged and collected by said utility company in final de- 
been of the rate proceeding. 
fective The section was held to be constitutional in Bronx Gas and Electric Com- 
s were MEE pany v. Maltbie ef al. (14. P.U.R. (N.S.) 337, 1936). In this case the 
New York Court of Appeals considered carefully the objections which the 
t take MB Supreme Court had raised to the temporary rates involved in the Prender- 
rates, ME gast case. The New York Court concluded that those objections did not 
e such apply to the case before it because Section 114 of the New York Public 
these HB Service law required the commission to consider the effect of the tempo- 
: al. v. @% “ry rates in fixing rates on the basis of a final determination of value, and 


Court 
issued 


‘if finally when the proceeding ends, the temporary rate is proved to have 
been too low, the utility must be permitted and authorized to charge enough 
for its service to make up this loss” (Bronx Gas and Electric Company ». 
Maltbie e/ al. supra, 342). 

In providing that temporary rates could be fixed on the basis of original 
cost, it was expected that original cost could be determined with relatively 
little ditficulty. Apparently this expectation has not been fulfilled. Some 
evidence of the experience of the New York Commission in finding origi- 
nal cost appears in the Commission’s opinion re Westchester Lighting 
Company (15 P.U.R. 299, 1936). It was there said: 


y, 
ymission 


e same 
adoptec 
ciation 


Prior to the enac 
relief to the consun 
of all evidence ne 
lenged. It was hope 
the fixation of tem 
depreciation, of the 
useful in the public 
rates within a com; 
ments to be found i 

Unfortunately, t! 
do not reflect the 
devoted to the ren 
necessary factors, 
7,000 pages of testi 
received in evidenc 


It is perhaps { 


to investigate on M 


7, 1936. 
The example ( 


position of tempor 


Pennsylvania. Th 
effective as of Ju 
Section 114 of th 
determining tem] 


Company, a corpot 


in the District Cc 
sylvania, Decemb 
of the Pennsylva 
York law to be u: 

The Supreme ‘ 


Edison Light and | 


District Court, at 
The reasoning 
of the constructios 
310 (a) did not t 
tion as the rate-! 
shall produce a ret 
the Act permitte 
original cost in 
had considered th 
By taking this p 
consideration of el 


Section 310 ( 


Section 310 ( 


nal 


Wilson and Joseph R. Rose [ December 
temporary rate law, the legal right to grant any 

lity in the form of temporary rates before rece; 
e determination of final rates, had been chil. 
sage of the temporary rate law which prescribed 
the basis of . . . the original cost, less accrued 
perty of said public utility company used and 
would permit the Commission to fix temporary 
time. Such fixation requires the necessary ele. 

f the utility. Frequently this is not the case, 

| records of the Westchester Lighting Company 
accrued depreciation of the physical property 
ric service. In order to determine these and other 
ve been held since the adoption of the order, over 
n marked for identification, of which 146 were 


to add that the Commission adopted the order 


i, and made its temporary rate order Augus 


rk in enacting legislation authorizing the im- 
the basis of original cost was followed by 

ia Public Utility law of 1937 (P.L. 1053), 
ontains a section® practically identical with 
law and provides two other methods’ for 

In the case of Edison Light and Power 
Denis J. Driscoll, et al. (25 Fed. Supp. 192), 
United States for the Eastern District of Penn- 
No. 9893, the Court held Section 310 (a) 


hich corresponds to Section 114 of the New 


United States, however, in Driscoll et a. ». 
mpany (decided April 17, 1939) reversed the 
the law to be valid. 
preme Court is particularly significant because 


| upon the Act. The Court declared that Section 


he Commission to use original cost less depreci 


ply required it to fix temporary rates whic 
ss than 5 per cent on such original cost. Thus 
nission to consider all elements in addition to 
th Smyth v. Ames. In fact, the Commission 
The Supreme Court said: 


Commission] interprets the statute as requiring 
1 original cost in fixing temporary rates. It is 


q 
752 193 
sylv 
Act 
wit 
W] 
in 
the 
+] 
reg 
for 
- 


al. 
ed the 


yeCaUse 
ection 
precia: 
which 
Thus 
tion to 
nission 


quiring 
es, It 1s 


1939] Recent Trends in Public Utility Regulation 753 


Since the Pennsylvania Commission had made this construction of the 
Act, the Court declared it was not confronted with the question of the con- 
stitutionality of a temporary rate based solely on depreciated original cost, 
with provision for recoupment of the loss from insufficient temporary rates.* 
What the answer of the Court will be when that question arises before it 
can only be guessed at.® 

In view of the difficulties which have been encountered in the way of 
fixing temporary rates, the principal practice still followed at this date 
to avert the delay and expense of valuation proceedings is informal con- 
ferences between commissions and representatives of utilities.° Some of 
the difficulties, such as those experienced by the New York Commission 
in re Westchester Lighting Company (supra), will be eliminated when the 
utilities have restated their accounts in accordance with the new accounting 
regulations. Enforcement of these regulations will likewise be of great aid 
for purposes of informal conference. 


Recent Developments in Accounting Regulations 


In recent years there has been unusual activity among state commissions 
in revising accounting classifications which they are authorized to pre- 
scribe for utilities subject to their jurisdiction." This activity has arisen 
from a realization that the older systems of accounts have not served the 
purpose which led commissions to regulate accounting practices. 

Many purposes may be served in regulating the accounts of utilities. 


‘See the separate opinion of Justice Frankfurter in which Justice Black concurred. 
Justice Frankfurter declared that “the Court’s opinion appears to give new vitality need- 
sly to the mischievous formula for fixing rates in Smyth v. Ames,” and that the con- 
itutionality of the statute was incontestably clear as the decision of the New York Court 
Appeals had demonstrated it to be in sustaining the sister statute of the Pennsylvania 
act. In the Matter of Bronx Gas & Electric Company v. Maltbie (271 N.Y. 364). 
_~ The Court found the rates fixed by the Commission to be non-confiscatory on the basis 
tthe Smyth », Ames formula. The case provokes the puzzling question why the Pennsyl- 
‘nia Commission made a temporary rate order after a determination of fair value. Why did 
‘not make the usual “‘final” order? If the Commission really desired the Court to pass 
upon the constitutionality of Sec. 310 (a), it should have made an order in a case in 
ich only evidence of original cost less depreciation appeared. 
_ See Bulletins, National Association of Railroad and Public Utility Commissioners, 
n. 6, 1935, Sept. 20, 1938, March 3, 1938, March 25, 1938 and August 13, 1938. 
_ Innovations in Public Utility Accounting Regulation,” by E. W. Morehouse (46 
tale Law Journal 955). 


t any HAP got suggested that the Commission omitted consideration of any necessary ele- 
eceipt —_ in the present order. If we assume with the appellee that the constitutional- 
chal. -y of a delegation of rate-making authority is to be tested by what a rate-making 
Cribed body may rightfully do under the delegation rather than what it does, appellee's 
ccrued as is advanced not one whit. We have here an interpretation of the Penn- 
d and sylvania statute by the board charged with its enforcement that it must weigh all 
porary the essential elements of valuation required by our past decisions. 
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Such accounts may rce of much valuable information which com. 
missions need in « their authority over rates, securities, mergers 
extensions, affiliat rests, and other matters. Most important, of 
course, is authority nd if accounts reflect the necessary data rel. 
tive to fixed capital rating expenses, they may be of invaluable aid 
in furnishing com ith information to enable them to determine 
allowable revenue fix reasonable rates. Unfortunately, the older sys. 
tems of accounts d t furnish such information, and the object of the 
new systems has | ly the defects in the old. 

New systems of ac ts have been recently prescribed for telephone, 
electric, manufact tural gas, and water companies. They have 
been generally wot n consultation between the Committee op 
Utility Statistics at f the National Association of Railroad and 
Utilities Commiss | federal regulatory authorities. After consults. 
tion the Federal ¢ itions Commission prescribed a system of ac. 
counts by order dated J 19, 1935, to be effective January 1, 1936, for 
companies subject sdiction.’? Those companies filed suit to en- 
join enforcement y accounting regulations, but the Supreme 
Court of the Unit held the Commission in American Telephone 
and Telegraph C United States et al. (299 U. S. 232, 1936) 
The Court require \difications to be made. The state commissions 
then proceeded to p essentially the same system of accounts fot 
telephone compa: t to their jurisdiction. The Federal Power Com- 
mission in the sam r formulated and approved a system of accounts 
by order dated Jur 6, for electric companies subject to its juris 
diction and the Stat missions followed suit. The principles undetly- 
ing these accountin tions were similar, and when the Supreme Cour 
upheld the teleph tions, the electric companies accepted the regu: 
lations applicable t vithout litigation. It is, of course, impossible 
to make a detaile f all the new accounts in this paper. Mention 
will be made onl r most significant requirements. These are: (2) 
that fixed capital | rded at original cost; (b) that depreciation ac 
counting be foll ) that transactions between affiliated interests be 
clearly set forth. 

(a) Original ¢ w accounting regulations require that fixed 
capital be record il cost. The older systems of accounts rarely 
showed original ne company transferred its property to at 

“Prior to this Service Commission of Wisconsin in 1931 hid 
ordered a partial 1 m of accounts of electric utilities and the Ne 
York Commission i 5 revised the systems of accounts for electric, 84, 
omnibus, telephone (See Morehouse, supra, at page 957.) The New 
York Commission 1 he courts. (New York Edison Company ¢ #. 
Milo R. Maltbie et 1936.) 


oth 
rre 
get 
Sor 
qu 
1 
con 
tw 
by 
10 
103 
COU 
anc 
10( 
in 
nec 
COS 
Wit 
COS 
ent 
at 
est 
spe 
In 
not 

liC 
5 


mber 1939] Recent Trends in Public Utility Regulation 755 


com- IE other, the latter generally recorded fixed capital at the purchase price, and 
gets, HME frequently all records of original cost disappeared. This also occurred very 
t, of generally in cases of merger and consolidation. In addition, there were 
tela. sometimes write-ups of fixed capitals for financial reasons. As a conse- 


le aid 


quence, accounting records failed to show any of the factors generally 
considered by a commission in establishing a rate-base. The difference be- 


E sys: tween the new and old accounts relative to fixed capital may be illustrated 
of the by the following accounts taken from the electric classification :** 
Old New 

hone, 100. Fixed Capital Installed’* prior to 100. Electric Plant 
have January 1, 1919 100.1 Electric Plant in Service 
Pe ON 101. Fixed Capital Installed since De- 100.2 Electric Plant Leased to Others 
“~ cember 31, 1918 100.3 Construction Work in Progress 

7 102. Cost of Fixed Capital Purchased 100.4 Electric Plant Held for Future 
sult 103. Construction Work in Progress Use. 
of ac- 100.5 Electric Plant Acquisition Ac- 
6, for count 
i 100.6 Electric Plant in Process of Re- 
prem classification Account 
phone Under the new classification, account 100 contains the balances in ac- 


counts 100.1 to 100.6 inclusive. These accounts include both original cost 
and cost to the accounting utility. The difference between original cost less 
acctued depreciation and cost to the utility is to be recorded in account 
100.5. Original cost is to be determined and account 100.5 utilized only 
in cases where an electric plant has been acquired as an operating unit. 
When small items of plant or equipment have been acquired, it is not 


936) 
its for 
Com: 


counts 


juris- 
idetly- EE necessary to find the original cost thereof, such items being recorded at 
Court ae Cost to the utility. 


Many difficulties may be anticipated in restating accounts in compliance 


> regu: 
ossible with the new regulations. Where records of original cost do not exist, such 
rention cost must be estimated. In the nature of the case, serious doubt may be 


entertained concerning the accuracy of estimates of cost which has been 
incurred in the distant past. As old property is retired, however, the new 
accounts will more faithfully reflect true original cost. 

The importance of accurate records of original cost cannot be over- 
estimated. Undoubtedly, when original cost can be determined by easy in- 
spection of the books, rightly or wrongly, it will become the chief factor 
in determining the rate-base. It is safe to assume that public opinion will 
not tolerate a rate-base which widely diverges from original cost. The pub- 
lic will not readily be persuaded by arguments based upon economic prin- 
ciples which may lead to some other rate-base. 
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. The account numbers refer to the Pennsylvania classification which may be regarded 
as typical, 


“This classification of accounts became effective as of January 1, 1919. 
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have been designed to show the nature and amount of debts owed by 
ind to utilities. Account 111 in the electric classification, for example 
is entitled Investments in Associated Companies" and includes investments 
by utilities in securities of affiliated companies and advances to such com- 
panies when interest on advances is not subject to current settlement. 
a nt 126 is entitled Receivables from Associated Companies and in- 
cludes notes and accounts receivable from affiliated companies not sub- 
ject to current settlement. On the liability side, Account 212, entitled 
Advances from Associated Companies, shows advances on notes and open 
accounts not subject to current settlement; and Account 223, Payables 
to Associated Companies, includes accounts and notes payable to affiliated 
interests subject to current settlement. 

While these balance-sheet accounts are not altogether new, they will 
show more clearly financial relations between affiliated interests than 
the old balance-sheet accounts. Under the old accounts such financial 
relations could be determined only after protracted audits and investiga- 
tions, as utilities carried some of their affiliated investments and liabilities 
in the same accounts with non-affiliated investments and liabilities. Under 
the new systems which require the complete segregation of the former, 
financial relations with affiliates are readily discoverable. The new systems 
further require that balance-sheet entries be supported by all necessary 
details. 

Of special importance is Clearing Account 901 (of the electric classi- 
fication). This account includes all charges made by affiliated interests 
against a utility for any purposes whatsoever, except interest (which is 
included in Income Account 545, Interest on Debt to Associated Com- 
panies). Some of the items to be charged to Account 901 are for manage- 
ment, supervision, purchasing, construction, accounting, engineering, legal, 
financial services, rent, advertising, materials and supplies, equipment and 
other property, commissions and taxes. After being entered in this account, 
these charges are then distributed among the fixed capital and operating 
expense accounts according to the nature of the expenditures. By merely 
examining this clearing account, all payments to affiliates can be dis- 
covered, whereas formerly these payments were charged directly to fixed 
capital or operating expenses together with payments to non-afhiliates. 
The new clearing account will eliminate the arduous task of separating 
payments of affiliates from those to non-affiliates when determining the 
amount of the former. 


Assessment to Defray Regulatory Expenses 
Another important recent innovation in public-utility regulation is the 


“The term “associated” is used in the Federal Power Commission classification and 
‘nymous with affiliated under the laws of most states. 
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inne. utility—a railroad—that the amounts derived from railroads were in 

fe to excess of the legitimate costs of inspection and regulation. 

y as- The Supreme Court held, however, that the state courts erred in plac- 

nues, ing the burden of proof upon the complaining railroad to show that the 

Pro- sums exacted from railroad carriers substantially exceeded the amounts 
spent for their regulation and inspection laws. The assumption of such a 

pula- burden would be unconstitutional. 

‘ash- The assessment of the costs of regulation by the states upon the regu- 
lated public utilities has the effect of shifting the expenses of public- 

vides utility regulation from the taxpayers of the states to the patrons of the 

> ad- utilities, provided that utilities are able to add the fees paid to their costs 

d by of operation to be defrayed out of operating revenues. If as a result of 

ribed competitive or other conditions this cannot be done, the cost falls upon 

sion the owners of the utilities, and is reflected in lower net earnings. The state 

lities commissions, moreover, are relieved of the necessity of depending upon 

mula the state administrative appropriations for support, and are given a sepa- 

) de- rate source of income to meet the commissions’ expenses. To this extent 
the commissions are freed from the pressure to keep down expenses 

| are usually exerted by the state budget officer when the commissions’ expenses 

\mis- are defrayed out of the general administrative budget. This relief may 
result in financing the commissions more adequately and in improving 

York their work; or it may result in over-expansion and extravagance without 

munity adequate checks upon economy. It is too early to state the effects of these 

Ud; changes, but it is not too early to conclude that the results may not be 
favorable in promoting economy. 

gula- G. Litoyp WILson 
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planning” of “planned economy” as applied in discussions of economic 
policy and state intervention. Every manifestation of state interference with 
the free w orking of the economic system has been loosely labelled ‘‘econo- 
mic planning.” The communist economy, the fascist economy, the New 
Deal—in fact every measure to cope with the business cycle has been 
styled “economic planning.” Particularly since the Great Depression a 
multitude of very diverse proposals for the reorganization of the economic 
system are discussed under the general term “‘planning.’”’ As a result, the 
words “planned economy” today lack any definite conceptual meaning. 
The indiscriminate use of the word “planning” has resulted, as pointed 
out by the Annual Report of the Director of the International Labour 
Ofice, in a general confusion of thought in economic discussion.’ 

Since there is little likelihood that the controversy on so-called ‘‘eco- 
nomic planning” will be terminated in the near future, it would appear 
worth while for economists to attempt to draw some distinction between dif- 
ferent types of economic control with a view to formulating a more uni- 
form terminology for use in the discussion of economic planning and 
state regulation of industry and trade. It is the purpose of this paper to 

suggest such a distinction and to point to some criteria which might be 
used in classifying different types of economic control. 

In the course of the numerous discussions on economic planning, various 
ittempts have been made to distinguish between different types and 
degrees of economic control. The author before presenting his classifica- 
tion will attempt to summarize briefly these earlier attempts to clarify the 
concepts of economic planning. 

II. Earlier Classifications of Different Types of Economic Control 

One of the first classifications undertaken to this end is that of Lorwin. 
In a preliminary paper prepared for the World Social Economic Congress 
held under the auspices of the International Industrial Relations Institute 
in 1931,* Lorwin distinguished between four types of economic planning: 

(1) absolute socialist ; 

(2) partial state socialist ; 

(3) voluntary business ; 

(4) social progressive. 


The absolute socialist type “implies a centralized system of economic 
and social life in which production, consumption, standards of living, and 


all economic pene are subject to a unified central control and are directly 
determined.” 


See International Labour Conference, XXth Session, Report of the Director (Geneva, 
1936), p. 46. 
| ‘Lewis L. Lorwin, “The Problem of Economic Planning,” in World Social Economic 
Planning, published by the International Industrial Relations Institute, Addendum, pp. 
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These authors further introduce some interesting distinctions between dif- 
ferent types of “‘socialist’”’ planning. First they distinguish “‘administrative”’ 
and “market” socialism. In the case of the former the central authority 
makes use of direct methods of control so that the mechanism of the mar- 
ket and its functions are replaced by an economic plan, whereas in the 
latter the central authority resorts to indirect methods and still maintains 
the ordinary mechanism of the market while modifying and regulating it. 
Furthermore, there are pure and modified forms of each type. 

Another classification which has been suggested by Staley is a delimi- 
tation, not of abstract economic types but of concrete economic systems 
such as have existed or continue to exist today. Staley speaks of a “spectrum 
of economic systems.” The two poles of this spectrum are the “pole of 
pure free market, price codrdination” on the one hand, and the “pole of 
complete central planning and control” on the other. Between these poles 
are five different types of economic organization as may be seen from the 
diagram of the “‘spectrum’’ itself. 


THE “SPECTRUM” OF ECONOMIC SySTEMS® 
ARRANGED ACCORDING TO AMOUNT OF “LAISSEZ FAIRE” AND “PLANNING” 
(1) Laissez faire; small-scale, competitive industries; relatively little state inter- 
vention ; little monopoly 
Early nineteenth century, Western Europe and America 
(2) Much state intervention; large industries; monopolistic tendencies; some 
collective ownership 
Western Europe and America today 


(3) Extreme state discipline of private owners; direction and limitation of in- 
vestments; “military economy,” but private profit and ownership upheld 
Germany, Italy, Japan today 

(4) State control of “commanding heights,” conscious repudiation of private 
profit and ownership, but much free enterprise permitted as matter of 
expediency 
U.S.S.R. under New Economic Policy (1921-1928) 

(5) Basic economic planning; industries state-run; few sectors incompletely col- 
lectivized ; controlled price system in distribution 
U.S.S.R. today 

As one moves along this ‘‘spectrum’’ from the pole of free market codrdination 
towards the pole of central planning and control, one seems to move also: 

From private property rights in productive instruments towards collective 
ownership ; 

From governmental functions confined to policing, “refereeing” and main- 
taining the framework within which the market system operates, towards govern- 
mental management of the whole industrial system; 

From relatively distinct political and economic systems connected by a thousand 
more or less devious ties, towards a merging of economics and politics, at least at 
the higher levels ; 

From great decisions that are totalled up from small decisions in an impersonal 


Ping Staley, World Economy in Transition, New York, Council on Foreign Relations, 
1797, p. 150. 
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On the other hand, “‘a directed economy implies the codrdination and 
direction of the whole sphere of economic activity, or at least, of con- 
siderable sections of it, by government.’’** 
These varied classifications of types of economic control at least indicate 
, widespread appreciation of the need for a distinction between different 
degrees of state interference. Moreover, most of these classifications have 
made for a certain terminological clarification, although none—perhaps 
with the exception of those of Mandelbaum and Meyer—have been re- 
duced to any degree of scientific accuracy. The prefixing of different ad- 
iectives to the general term “planning’’ (such as “‘progressive,” “‘conserva- 
tive,” “socialistic,” “capitalistic,” etc.) does not reduce the vagueness of 
the term, as long as these adjectives themselves have no generally accepted 
meaning. Furthermore, if we adopt either moral standards or social ob- 
ctives as criteria for a distinction of different types of economic control, 
latter will be as multitudinous as our moral and social standards and 
biectives. Of course, one cannot under-estimate the importance of the 
social implications of the various types of economic planning. On the 
contrary, we must realize that social implications determine in the last 
inalysis Our attitudes toward the various forms of economic control. For 
group attitudes reflect primarily the hopes or fears of such groups as to 
the social and economic advantages to be lost or gained under the different 
es of economic organization. 
H wwever, for the purposes of economics what is needed is a distinction 
sed on economic considerations. Only such a classification should be 
lopted as the basis of accurate and scientific terminology in economics. 


tions” 


Ill. An Economic Classification of Different Types of Economic Control 


Scientific concepts do not exist outside of, and independently from, our 
reasoning. As Amonn put it, we cannot “discover” these concepts nor do 
we “find” them. We “make” them or rather we “form” them according 

our scientific purposes.** We cannot ask what is ‘economic planning” 

t what is a “regulated economy’”’ because none of these word combinations 
tas any accurate meaning. We cannot establish scientific concepts by 
analyzing words, although in some cases such a procedure may be of 

nsiderable help for scientific delimitations.**° The only method we can 
\dopt is to classify the various types of economic organization and then to 
suggest a terminology which describes their essential characteristics in the 

irest Manner. 


The most convenient starting point for any such classification is the free 


+5. 


i A. Amonn, Volkswirtsch: aftliche Grundbegriffe und Grundprobleme, Jena, 1938, p. iv. 
Wie ser, “Die Wissenschaftliche Bedeutung der Sprachbegriffe” in Gesammelte 
en, ed. F. A. Hayek, Tiibingen, 1929, p. 1 ff. 
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tions and collective bargaining likewise developed with a view to inter- 
fering with the free labor market. 

After 1930, state intervention constantly increased, partly as a tem- 
porary means of moderating the social and political consequences of the 

depression and partly with the intention of introducing certain funda- 
eal changes into the economic system. No thorough analysis as to the 
effects of these new methods of state intervention upon the economic 
system as a whole has as yet been made. However, it appears to us that 
these measures are fundamentally inconsistent with the free capitalist mar- 
ket economy. While the market has by no means lost its significance, 
government in many cases has assumed its functions. Particularly significant 
has been the increase by the state of quantitative control over the processes 
of production. The fundamental differences between these quantitative 
regulations and earlier methods of state interference can be demonstrated 
hest by examining practical examples. 

The substitution of the modern quota system for the old method of 
levying import duties, for example, has meant that the market has lost its 
regulatory functions. Import duties merely led to a rise in prices without, 
however, determining directly the quantities to be imported. Thus, the 
market continued to function as the regulator of imports and exports. 
Private importers and exporters continued to decide how much was to be 
imported or exported. No further intervention by the state was necessary 
or desirable under these conditions. 

With the establishment of an import quota system the situation is 
changed. It is no longer the private importer but rather the state who 
decides upon the quantities to be imported. In other words, fixing import 
quotas makes the proper functioning of the market impossible. Conse- 
quently the “automatic” regulation of the market has to be replaced by 
other methods of distribution. Thus, the setting up of a quota system must 
necessarily be supplemented by an appropriate method of allocating the 
fixed amount of imported goods among the different commercial units. 
Various methods for dealing with this problem have been adopted in several 
states. In some cases, the total quota has been distributed among the various 
wholesale importers according to the relative magnitude of their imports 
in previous years. In other cases, each firm received simply a fixed per- 
centage of the total.’’ In neither instance, however, is the total quota 
allocated according to the forces of the market; in fact, market indicators 
are ignored. 

Another case of quantitative regulation of international commodities 
transactions arises out of the system of foreign exchange restrictions as 
practised in many European and South American countries. The German 


_ “Another method would be to sell the quota at public auction; see for this discussion 
G. Haberler and $. Verosta, Liberale und Planwirtschaftliche Handelspolitik, Berlin, 
1934, p. 88. 
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5. Immigration laws of a general nature; 
6. The levying of taxes by the state to perform the above and incidental 
functions of the state. 

TL - asures which are incom patible with the free market economy: 

1. Import and export quotas ; 

2. Foreign exchange control ; 

. Qualitative credit policies by which the monetary authorities influence 

not only the quantity of money in circulation but also attempt to deter- 

mine the uses to which the money is put; 

. Direct regulation of production by: 

(a) Cartels and other producers’ organizations, especially if these or- 
ganizations are created by the state; 

(b) Compulsory closing of enterprises including the restriction of 
acreage in agriculture; 

(c) Direct regulation of prices—in this case prices are fixed and supply 
and demand have to adjust themselves to fixed prices, while in a 
free market prices are a direct result of the interaction of uncon- 
trolled forces of supply and demand; 

(d) Public works expenditures, at least in so far as they are used with 
a view of directly regulating a particular field of production ; 
(e) Nationalization of some sectors of the economy ; 
. Regulation of the labor supply by the introduction of compulsory labor 
service, immigration quotas or the complete prohibition of migration. 

It is likely that further investigation into the economic implications of 
other methods of state intervention will increase the list of quantitative 
measures. Their common characteristic is that they restrict the freedom 
of the entrepreneur, the use of his private property and his “right to do 
business” in a way quite different from the first named measures which 
only indirectly interfere with the working of the market. It is conceivable 
that these quantitative regulations of the activity of the entrepreneur may 
develop to such an extent that they will materially undermine the insti- 
tution of private property, even if this right is nominally still maintained. 

If this development is carried to its extremes, private control over the 
means of production may even be replaced by a system of complete state 
ownership of the factors of production so that ultimately the whole econ- 

my will be controlled and directed by the state. State decisions would 
then replace the private decisions of individual entrepreneurs. Managers 


t 


of single economic units would more and more act as organs of the central 
authority and thus become state officials. In such a system the central 
political authority would assume the rdle played by the market mechanism 
in the free market economy. The regulation of production would probably 
have to take place according to a preconceived plan which would fix, at 
least for a given period, the quantities to be produced and indirectly the 
juantities to be consumed.?° 


” Theoretical analysis of such an economic order has not yet been fully developed. Recent 
sion of the economic implications of such a system, however, seems to have brought to 
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_ The fact that the central political authority—the state—acts as the highest 
economic authority. 

3. Direction and control of production and distribution according to a general 
economic and social plan. 


Conclusions 


Up to this point we abstained from entering into the much debated 
controversy respecting the advantages or disadvantages of one or another 
form of economic organization. Such a procedure was purposely pursued 
because, in our opinion, it is only in this way that one can avoid a course 
of reasoning which consciously or subconsciously is directed by precon- 
ceived ideals and ideologies. 

On the other hand it would se:m that the economist as a social scientist 
is not entitled to adopt a passive attitude in these controversies. After all, 
the economist is the one person equipped with the knowledge requisite for 
an intelligent discussion of our economic problems; and it would be an 
uneconomic utilization of our resources to provide for the wherewithal 
and the training of economists, if these persons, after ten or more years 
of study, declared that they could take no stand as to the best method of 
organizing the economic life of society. 

It is in appreciation of this obligation of the economist toward society 
that we venture to conclude this classification of the different types of 
economic control by setting forth a few theoretical considerations respecting 
the advantages and limitations of the various forms of economic organi- 
zations. 

Modern economics looks upon the equilibrium of a free market as the 
optimum solution of the economic problem, inasmuch as the utilization 
of the scarce means at our disposal will be such (at the equilibrium point) 
that no part of our limited resources will have a higher want satisfaction 
power in other combinations (that is, if they were used for the production 
of other goods). In other words it is maintained that at the equilibrium 
point, we obtain a maximum of want satisfaction from every part of our 
limited resources. Knight summarizes this principle of equi-marginal re- 
turns in the following words: 

A freely competitive organization of society tends to place every productive re- 


source in that position in the productive system where it can make the greatest 
possible addition to the total social dividend as measured in price terms.** 


This is the fundamental reason for the belief of many economists in the 
superiority of the free market economy over any other form of economic 
organization. In fact, if it is true that the equilibrium reached in a free 
market offers the optimum solution of the economic problem—namely, 
the optimum result from the utilization of scarce means in the process of 


“F. H. Knight, The Ethics of Competition and Other Essays, New York and London, 
1935, p. 48. 
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the social losses and disadvantages of a particular economic activity. 

The proposition that the free market economy is only inadequately 
equipped to supply the means for the satisfaction of social ends and 
objectives may perhaps best be explained by the following examples: 
Suppose impartial investigation brings to light serious deficiencies as re- 
gards existing housing conditions, or indicates a lack of the most elementary 
educational or medical facilities within a given country, or points to a 
state of malnutrition among large parts of the population; suppose further 
that there is widespread agreement that it is highly desirable to provide 
for better housing conditions, for improved medical and educational facili- 
ties and to secure satisfactory diets. Yet the free market economy would not 
bring about these generally desired changes. On the contrary, the utilization 
of the available resources would continue to be such as to produce goods 
for the satisfaction of wants which might be regarded as sucially less urgent 
than the aforementioned. In these and many other instances it appears 
therefore that the free market economy definitely leads to an uneconomic, 
if not wasteful, utilization of resources, a utilization of resources which, 
in all probability would already have proved disastrous had the state not 
decided to replace gradually the market economy by a system of more or 
less consistent regulations. 

It is for these reasons that we do not agree with those who consider that 
the free market economy under all circumstances offers the optimum solu- 
tion of the economic problem. Of course, we realize that it is always diffi- 
cult to agree upon social objectives and that whenever a society is governed 
by a minority, as in the case of a dictatorship, social objectives are likely 
to serve the purposes of the minority rather than the real interests of the 
people. In such cases the objectives of the state might find their expression 
in imperialistic expansion, military aggression and the economic and social 
oppression of the majority. If, however, the social ends are the objectives 
of the majority and are formulated in a democratic way, they will in all 
probability serve the interests of the people and will find their expression 
in a higher standard of living for all concerned. 

At any rate, it seems to us that economics, and the economists, can no 
longer escape the necessity of considering economic problems from a 
broader point of view than that of the individual. Once we are willing to 
approach the problem of the utilization of limited resources from a social 
point of view, we shall definitely realize that production according to the 
dictates of a free market cannot give us a maximum of want satisfaction 
from every part of our resources. Such an approach would also show that 
we need not share the pessimism of those economists who fear that economic 
regulation and economic planning are necessarily bound up with an irra- 
tional, uneconomic and wasteful utilization of our resources. 

KarL W. KApp 
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aumber of shares of listed securities has risen even more rapidly because of 
<olit-ups and stock dividends.* Part of the increase in stocks listed has 
been in relatively small issues, in response to the widened holding of 
stocks: and trading in them has been comparatively inactive. The number 
f outstanding shares of many other stocks has increased simultaneously 
with diversification of ownership and the evolution of the common stocks 
to an investment status, with the result that considerable portions of these 
issues have been withdrawn, in effect, from market connections. Specu- 
lative activity has not expanded in proportion to the growth of listed 
shares, and consequently the ratio of share turnover to total shares listed 


Tas_e 
(000 of shares) 


Volume of 20 Average 


prc of all most active No. of volume of 

issues of total issues 20 most 
trading traded active 
issues traded (per cent) Se 


Volume of | Volume 


| Average 


volume of 
remaining 
issues 


90,720? | 409,5002 4,536 
98,820 | 496,063 4,941 
82,912 | 381,666 4,145 
72,283 | 323,871 3,614 
172,699 | 654,874 8,634 
154,156 | 425,235 7,707 
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70,775 | 171,439 3,539 
99,938 | 223,931 4,996 
158,800 | 312,875 7,940 
143,378 4,471 
| 184,536 5,941 


' New York Times, Jan. 3, 1938. 
? To Dec. 29. 


‘4 


See the Chart in New York Stock Exchange Bulletin, July, 1938, which shows per- 

atage of shares listed, reported volume, and ratio of volume to listed shares as percentages 

verages for 1905-1936. Since 1916 the number of issues listed has doubled, and 

s listed have increased eight times. Between January, 1925, and January, 1938, the 

t of listed shares grew from 433 million to 1,412 million. A slight decline in listed 

ah ccurred between June, 1932, and July, 1933. See New York Stock Exchange 
Yearbook, 1938, pp. 97 and 98-102, and Stock Exchange Bulletin, Nov., 1937. 
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larger proportion of listed shares. Their prices are sensitive to movements 
of more active issues, but their sales volume remains small. A decrease in 
volume per point of price change would be the consequence also of the 
withdrawal into investment holdings of large portions of other issues. 

Two tests have been made which have utilized the total volume of 
transactions as one element in the measurement of market thinness. Pro- 
fessor Dolley has computed the most comprehensive measure of market 
continuity from 1935 to 1937 by dividing the total shares sold per month, 
as reported by the ticker, by the total hourly changes in price of the Dow- 
Jones price index.’ The decline in continuity shown during the period 
is attributed largely to mew security regulation. 

That decreased turnover in terms of price changes is not merely a 
recent development, however, is indicated by a study made by the New 
York Stock Exchange covering eight periods (of sixty-four days each) 
of market recession between 1916 and 1937.8 The volume of transactions 
was calculated as a percentage of shares listed and then divided into the 
cumulated points of daily price change of the Dow-Jones average for 
each period. The result showed, consequently, the percentage change 
in price for turnover of one per cent of all stock shares listed. A growing 
increase in the percentage of price decline for such sales of one per cent 
of listed shares has occurred since 1916, as shown by the figures below: 

Per cent of price decline 
for sales of one per cent 
of listed shares 
November 22, 1916—February 8, 1917 1.95 
November 5, 1919—January 21, 1920 1.99 
March 21, 1923—June 5, 1923 2.82 
February 13, 1926—April 30, 1926 2.92 


nber 4, 1929—November 25, 1929 4.36 
ruary 6, 1934—April 24, 1934 6.92 
h 11, 1937—May 25, 1937 8.73 
st 16, 1937—October 30, 1937 12.54 


Stock Exchange Bulletin, Nov., 1937. 


The results obtained by the two studies are significant only as measures 
of volatility of prices for the market as a whole, and they are the conse- 
quence in large part of the increase in the number of both stocks and 
shares listed. Declining volume of sales per point of price change may 
be the result largely of the gradual introduction of a greater proportion 
of relatively inactive shares, and may not be evidence that the market 
's more unstable or less continuous in specific shares. 

It is evident that considerably greater activity would have been neces- 


"Op. cit., pp. 12-15. During the period considered, from December, 1934, through 


tober, 1937, shares listed on the New York Stock Exchange increased from 1,305 
ns to 1,406 millions, to which no consideration is paid. 
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Another type of error in Professor Dolley’s first test involving the 
total market is introduced by the use of round-lot sales reported by the 
ticker. The proportion of total sales which are included in the ticker figures 
has declined because of the increase in odd-lot transactions, which are 
not given on the ticker. Upward trends in both the absolute and relative 
volumes of odd-lot sales shown by Professor Dolley in Chart 4 (op. cit., p. 
23) are indicative. The odd-lot transactions are reflected in the round-lot 
Goures in so far as the odd-lot dealers go into the market. But an increase in 
volume of odd lots increases the “‘offset’’ possible within these firms, and 
greater opportunity is afforded for filling odd-lot orders from the dealers’ 
“positions,” as indicated in the statement of November 23, 1937, by 
Chairman Douglas of the Securities and Exchange Commission. While it is 
impossible with available data to measure the growth in clearance of odd 
lots without resort to the round-lot market, the increase in odd-lot trading 
suggests that it may have been quite significant at particular times. 

Another element of bias which may be present in continuity measures 
which use the volume reported by the ticker is the decline in the proportion 
of all stock transactions taking place on organized exchanges. Estimates for 
1935 and 1937 made by the New York Stock Exchange (Bulletin, July, 
1938) show a decrease from 68 per cent to 62 per cent in the proportion of 
the money value of all stock transfers executed on the New York Exchange, 
and a growth from 22 per cent to 30 per cent of trading on over-the- 
counter markets. To the extent that given issues are traded in on both 
markets, a statistical bias is introduced when volume figures for the Ex- 
change alone are used. Price changes are not affected by the fact that 
transactions are in odd lots or by the place of trading, but the volume fig- 
ures used in conjunction with the price data have been growing less in- 
clusive. 

III 

Insufficient attention seems to have been paid in the studies of market 
continuity to cyclical fluctuations in business and security prices. Where 
comparision is made between fairly long periods during which the move- 
ments of stock prices were in the same direction, as in the New York 
Stock Exchange study of eight periods of sixty-four days each, it might be 
presumed that the periods lay in the same general phase of the various 
business cycles. But where comparison is made of periods in widely varied 
phases of business cycles, the conclusions with respect to the causes of de- 
creased market activity may be quite erroneous. Professor Dolley holds, for 
example, that the fall in the number of shares traded per point of price 

change in 1937, particularly in the month of September, as compared with 
1935 and 1936 “suggests a definite drop in stock-market price-continu- 
ity,” and implies that this was a consequence of market regulation. The 


13 Op. cit., p. 15. 
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e the Taste Il. AVERAGE NuMBER OF SHARES TRADED PER Point oF Price CHANGE, AND 
ange AverAGE Stock Prices, Montuty, January, 1927, ro DecemseEr, 1930, 
AND DecemBER, 1934, ro Junge, 1938 


= 
and 


Average num- | Average num- 
olley | Shares sold, ber of shares | ber of shares pict 
930 New York traded per traded per | 
730, Year and Stock Total points point of price | point of price | Ww ednesday 
ately month Exchange! of change? change in N.Y. |change in Dow-| 
rally (000) Times averages| Jones averages’) 
(000) (000) 
ies is 
$ are January 34,255 13.08 2,619 138 .26 
con- February 44,163 11.35 3,891 142.45 
March 49 060 22.57 2,174 146.98 
as a April 49 636 17.10 2,903 155.11 
total May 46,598 16.24 2,869 160.28 
47,630 21.81 2,184 163.62 
July | 38,493 15.30 2,516 168.70 
‘August $1,057 28.00 1,823 173.60 
ime September 51,918 28.84 1,800 180.42 
vated October 50,459 30.88 1,634 178 .66 
November 51,356 22.39 2,294 177.30 
onth December | 62,367 16.71 3,732 180.30 
inge, 
1 the 1928 | 
January 56,963 22.97 2,480 179.69 
hows February | 47,165 16.95 2,783 177.62 
the March | 84,988 21.74 3,909 185.58 
the April | 80,569 30.16 2,671 192.48 
May 82, 164 24.63 3,336 196.27 
June 63,741 41.56 1,534 186.89 
tkets July 39,001 26.77 1,457 188.33 
August | 67,704 23.22 2,916 192.46 
September 90,907 15.33 5,930 203.78 
ising October | 99,077 25.37 3,905 207.91 
ypes November | 115,435 28.20 4,093 220.29 
December 92,837 48.40 1,918 218.95 
pile 
929 
vr the January 110,804 36.66 3,022 236.26 
ess01 February 77,969 41.92 1,860 242.56 
total March 105,662 50.58 2,089 242.28 
anges April 82, 600 44.66 1,850 241.44 
ction May 91,284 48.15 1,896 244.28 
June 69,548 41.31 1,684 249.95 
July 93,379 47.16 1,980 278.68 
August 95,705 | 60.04 1,594 | 289.07 
September 100,056 | 70.07 1,428 | 300.91 
October 141,668 | 188.47 | 752 | 270.23 


7 ‘Round-lots reported. Source: 1927-1930, Survey of Current Business; 1934-1938, New 
tork Stock Exchange Bulletin. 

* Computed from the New York Times daily closing averages. 

* James C. Dolley, op. cit., p. 14. 

*Computed from the New York Times Wednesday closing price averages. 
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Average num-! Average num- 
S ber of shares | ber of shares 
) traded per traded per Average 
Sear and avs | point of price point of price | WV ednesday 
|change in N.Y. changein Dow-| losing 
Times averages | Jones averages’} _—Prices* 
(000) (000) 
November 579 190.72 
December 1,001 208.10 
1930 
Januar 2,058 208 . 31 
Februar 1,818 223 9? 
March 2,¢13 228.58 
Apri 3,397 237.95 
May 1,510 225.72 
June 774 201 .98 A 
825 196 
867 196.65 
1,161 199.27 
771 172.54 
| 1 059 158 30 
1,062 148 13 
Dece 1,962 2,279 84.74 “yg 
1935 | 
January 1,447 1,660 85.92 
February 1,092 1,264 84.24 
March 1,013 1,035 80.42 
April 1,408 1,695 83.97 of 
May 1,784 1,959 89.61 a 
June 1,180 1,514 94.4 ma 
Jul 2,129 2,391 99.15 
Aug 2,822 2,173 102.11 
Septe: 2,398 2,249 106.17 
October 2,532 2,711 106.82 
Novembe 2,725 3, 349 113.38 
Decem| 2,590 3, 146 112.11 t 
ne 
4, 364 3,975 115.4 
3,585 119,60 
1,926 2,514 121.75 | 
1,364 1,746 121.46 
1,053 1,119 118.88 
1,405 1,455 124.51 
1,983 2,221 130.0 
1,440 1,626 131.76 
1, 896 2,170 132.28 
2,368 2,744 137.32 
2,533 2,602 141.15 


| 
| 
( 


Nber 


e 


1939 Stock Market Continuity 785 


Taste II. Continued 


| 
Average num- | Average num- 


Shares sold, | ber of shares | ber of shares | Seem 
Year and Fork | Total points trades trated Wednesday 
pear ae Stock | of change? | Point of price | point of price los; 
th Exchange! of cnange” change in N.Y. change in Dow-| 
(000) | Times averages| Jones averages® — 
(000) | (000) 

December 48 ,600 18.86 | 2,577 2,871 137.48 
January 58,671 15.64 | 3,751 3,850 138.40 
RAnaes 50,248 | 12.80 | 3,926 2,986 | 138.78 
March 50,346 | 23.16 | 2,174 2,188 138.35 
34,607 | 30.43 1,137 1,236 131.75 
Mav 18,549 20.69 897 960 128.64 
June 16,449 23.42 702 796 125.09 
Tuly 20,722 | 17.43 1,189 1,341 131.12 
ste 17,213 | 19.95 863 1,186 132.28 
September 33,854 49.18 688 781 116.59 
October 51,128 | 53.93 948 930 101.14 
November 29,200 | 44.66 655 91.33 
December 28,422 30.35 936 89.76 
January 24,152 28.39 851 90.78 
February 14,526 | 26.89 540 | 89.53 
March 22,996 | 38.26 601 | 84.62 
April 17,119 | 37.56 456 | 
May 14,004 | 23.84 587 81.06 
Jur 24,368 | 33.67 724 84.10 


of markets is also made by the monthly averages of the continuity statistics 
shown below for the periods of generally rising prices from January, 
1927, to September, 1929, and December, 1934, to March, 1937, and 
similarly for the periods of generally declining prices from October, 1929, 
to December, 1930, and April, 1937, to June, 1938.*° Several averages 
were computed, using slightly different numbers of months, since it was 
not always easy to determine the turning points of the price cycles, but with 
the one exception noted below the results varied little from the figures 
presented. The months from December, 1929, to April, 1930, were marked 

i temporary price rise, and for the purpose of comparing continuity 
in bull and bear markets, the average for the period of falling prices from 


~ Another comparison of continuity and prices was made by segregating all months 
ng which there was a net advance in price from the preceding month, regardless of 
‘he general cyclical movements of prices, and calculating the average continuity. Similar 
putations were made for months of net price decline. Taking all of the months for 
h these data were available, there were 55 months when prices rose, and 34 months 
tices declined. Average monthly continuity was 2,339,000 shares for months of 
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unless daily price changes increased more rapidly. It might be expressed 
xs an increased schedule demand for brokers’ services. 

The lower continuity of the periods of declining prices may in turn 
have been accounted for by a decrease in public speculative trading. Lack 
of knowledge as to the technique of short selling, a desire to withdraw 
completely from a panicky market, and the liquidation of many accounts 
would tend to bring an absolute decrease in public participation in the 
market, and reduce continuity. The relatively slight variation in con- 


quickly, and that a minimum continuity, provided very likely for the most 
part by professional traders, was maintained thereafter. 

A further cause for the lower continuity in bear periods may have been 
the rapidity of the fall in general business conditions. The Index of In- 
dustrial Production of the Federal Reserve Board, for example, advanced 
from a minimum of 96 in December, 1927, to a maximum of 126 in May, 
1929, a rise of 30 points in eighteen months. Between September, 1929, 
and December, 1930, it fell from 123 to 77, a drop of 46 points in fifteen 
months. In the twenty-eight months from December, 1934, to March, 
\937, there was a net increase of 44 points in the Production Index, while 
in the succeeding fourteen months a decline of 45 points occurred. More 
npid adjustment of equity prices would tend to occur during the recession 
phase of the general business cycle; and, unless trading volume increased 
markedly, continuity would fall. 

Striking features of the two bull market periods were the two high 
peaks in the continuity series. In the earlier period the peak appeared in the 
wtumn of 1928. In the second period two peaks are shown, the first in 
the early part of 1936 and the second a year later. All of the peaks were 
matked by a considerable increase in actual volume of transactions com- 
pared with the immediately preceding months. In 1928 and 1937 the 
market appeared to be in a stage where a new price trend was being 
initiated, and considerable “churning around” was occurring in the pro- 
cess, This explanation, however, is not applicable to the peak in 1936. 

While the average continuity was higher for the whole bull period 
ending in September, 1929, than in the succeeding bear market, a marked 
decline is evident during the months following the peak in the autumn of 
1928. For the period from January, 1927, to November, 1928, the average 
was 2,846,000 shares (or 2,576,000 shares for this period exclusive of the 
months of September, October and November, 1928) compared with 
1,932,000 shares for the period December, 1928, to September, 1929. A 
negative correlation between stock prices and continuity is also apparent, 
the volume of trading per point of price changing declining as prices 
tose. A similar tendency for continuity to decline with rising prices is also 


5 More 

or Point 

in 
tinuity in the periods following the sharp breaks in prices in October, 
1929, and October, 1937, suggests that these forces exerted their influence 

inuity 

shar 

73 

95 

11 

5¢ 

300) 

riods of 

> thicker 

1g prices 

with the 

eat as it 

e during 


rete! 


seen between Ja 
1927, to August 

Continuity d 
1929, it rose as 
peak in the cot 


stock prices is 


rising price peri 


the level of st 
pared with the 
ments in the sj 
Interpretatic 
tinuity found 
compared with t 
ficult. Possibly 


prices were mi 


Assuming f 
changes is an 
the data preset 
markets has n 
For the forty 
1927 to 1930 
forty-three mo 
shares, or 79 
curate measuf¢ 


cluded a larg 


wds Beach [ December 


| October, 1927, and again from December 


» following the peak; but, in contrast with 
year. In the periods before and after the 
ositive correlation between continuity and 

| with the negative correlations in the 
ber, 1929. During most of 1936, however. 
siderably above the continuity series com- 
Possibly the changes in margin require- 

re responsible for the changed relation. 
correlation between stock prices and con- 
of the bull market of 1927 to 1929 as 
lation found in the later bull period is dif. 
t had attained a more inflationary level, and 
lation to volume than in the later period." 


IV 

that dividing shares traded by total price 
te of stock market continuity and liquidity, 
st clearly that regulation of the securities 
lrastic decline in stock market continuity. 
which continuity figures are given from 
uity was 2,190,000 shares, while for the 
to 1938, average continuity was 1,729,00! 
irlier figure. This percentage is not an ac- 
in continuity, since the earlier period in- 
months of price rise.’ Moreover, the con- 


h showed these correlations between continuity 
was some indication that the relation was 
was too small, however, to warrant definitive 


* smoothed fluctuations in prices there would 
lation between stock prices and continuity. Any 
lirection would be likely to increase the tot 

rease in volume would tend to compensat 

(total price changes divided by total shares 
re, tend to lie parallel to the y-axis. Pos 
attract greater activity in proportion to 

Juctions in activity in proportion to the fall 
tock prices declines. Negative correlation means 
portion to the increase in total price ¢ 

s relatively to total price changes when tne 


rise in the earlier period compared with 2 
period. There was an equal number of months 
See above, footnote 16. 


es from January, 1927, to September, 192 


| 
= 19: 
tin 
Mis 
( ne 
Me 
net 
DC 
ae 
iV. 
Fu 
a | 
La 
5 
1S 
4 
conciu 
tha 
19 


price 
dity, 
Irities 
nuity. 


from 


yr the 


9 000 
iN ac- 


in- 


- CON- 


1939] Stock Market Continuity 789 


tinuity figures do not take account of the effect of the upward trend in 
share listings, or of the increased importance of non-ticker- reported trad- 
ing. To the extent that these elements were important, the continuity 
measure used here understates the actual thickness of the market in the 
ater period. 

Assuming, however, that there was a decline in continuity during the 
period of regulation by as much as 20 per cent, the new regulations may 
“ have been the cause of the whole decrease. Other forces, such as a 
decreased interest in stock speculation or a decline in money incomes 
available for this purpose may have contributed to the fall in continuity. 
Furthermore, it remains to be shown that decreased continuity is harmful 
to security holders and investors in general.”° 

The decline in continuity may have affected the market unevenly, and 
a greater than average decline in continuity may have taken place in 
the segment of the market in which large transactions were involved. 
Large financial interests may therefore have suffered more severely than 
small traders or stockholders, and much of the objection to the increased 
market thinness has undoubtedly come from these sources. The question 
is still open, however, whether such a result, if it has occurred, means 
that the security exchanges have undergone an impairment or an improve- 
ment in the performance of their proper economic functions. 

W. EDWARDs BEACH 

Williams College 


and December, 1934, to March, 1937, continuity in the second period was 87 per cent 
f that for the first period. For the periods of falling prices excluding the months of 
price f om December, 1929, to April, 1930, continuity in the period from May, 1937, 
to June, ore was 84 per cent of the continuity for the months of generally falling prices 
from October, 1929, to December, 1930. 
* Cf. Lehman, op. cit., pp. 58-66 and Paul M. Sweezy, “The Thinness of the Stock 
t,” Am. Econ. Rev., vol. xxviii, no. 4 (Dec., 1938), pp. 747-8. 
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TIME WAGE RATES 


hours has become widespread lately through 
uir Labor Standards act. This practice raises jp 

loubt on the validity of the marginal productivin 
paid for normal work there is evidence of Jap, 
s for emergency work represents a price discrimi; 


wage rates for overtime work raises som 
During the nineteenth century in England 
also, it was not a general practice to pay 
vertime than for regular working ‘vl 
ver, the practice had become so common in 
s showed actual earnings generally in excess 

t nine per cent.’ 
tistics on the proportion of all hours worked 
industry that are paid for at higher over- 
railroads have paid punitive overtime rates 
t of all hours worked. Presumably the per- 
ich as shipping, trucking, and longshore 
t Labor Standards act of 1938, working hours 
ss of 44 (the first year) must be paid for 
rate, unless the industry is not covered by 
iministrator from that provision. Most trade- 
have provided for 114, or 2 
vertime work. Many non-union employers, 
N.R.A. codes, also followed the practice of 
vorked outside of regular hours or during 
ted States Bureau of Labor Statistics found 
nt of the foundries and 80 per cent of the 
part or all employees extra rates for over 
Bureau show that from the autumn of 1931 
ntage of bread-bakeries surveyed that were 


ry and Practice, London, 1928, p. 62. 
iren’s Employment Commission (1859) indicate that 
did prevail in England in certain factories in 
uch higher overtime pay was given for 1 regular, 
ber of factories. Cf. Karl Marx, Capital (Mode 
{arx comments as follows on such conditions: “The 
extension of the working-day beyond a certain 
ous British industries that the low price o 
— the labourer to work during the better 
ficient wage at all. Legal limitation of t 


Machine Shops, 1929, bull. no. 522, U.S. Burea 
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ying punitive overtime rates increased from 24 to 56 per cent, and that 
sunitive overtime rates were being paid in 10 per cent of the set-up paper- 
hes establishments during May, 1933, in 78 per cent of such plants dur- 

g August, 1934, and in 28 per cent of them during August, 1935.* 

‘Little has been written by economists on the theory of overtime wage 
rates, perhaps because the practice of paying punitive rates for overtime 
's relatively new for most branches of American industry. There is a dif- 
ference of opinion whether the motive in fixing overtime rates is to re- 
duce the actual working day and thus, perhaps, reduce the supply of 
working hours offered in the market, or whether it is to increase actual 
earnings and average wage rates directly in those lines where employers are 
unable to avoid at all times overtime work for some employees. Probably 
the answer depends upon the circumstances. But it is evident that price 
discrimination exists when the charge for hours beyond the normal work- 

ing day is 114 or 2 times the normal hourly rate. In most markets, the 

more one buys from a particular seller, the lower the average price is likely 
to be. But in the labor market, the more one buys from a particular seller, 
beyond the normal day, the higher is the average price, and one pays the 
the highest rate for the overtime hours, which invariably represent less 
efficient labor than the normal working hours. The question at once arises 
W vhy rors ever hire workers at punitive overtime rates? Does it pay 
to do so? And if it does, is the hourly rate being paid to such workers 
i the normal day below the marginal value of their labor to the em- 
ployers? The last units of labor hired for the day presumably are the 
overtime hours, which would seem to be the marginal units of labor. Econo- 
mists have usually held that the marginal unit sets the price for all the 
units sold in that class. Is the labor market an exception to that rule? 

Employers may pay overtime rates for emergency situations—for re- 
pairs during a breakdown or in order to eliminate a “‘bottleneck.”” It may 
also prove profitable for employers to hire workers to do work at overtime 
rates under certain other circumstances, such as where the employer will 
be financially penalized if he fails to complete a job at a certain date, 
where he has a large amount of costly equipment that is idle much of the 
year (in highly seasonal lines), where overhead costs are so large, as in 
shipping, that it pays to load and unload the ship fast in order to avoid 
high dock charges and to increase the amount of freight carried by the 

ship during a year, or where a manufacturer, already operating at full 
capacity during normal hours and in good times, would lose customers 
whose patronage is desired in dull times, if he failed to fill their orders 


me peak periods. In all such cases, regular employees are hired for 


, Ho urs, and Working Conditions in the Bread-Baking Industry, 1934, bull. 
» PP 91. 2, and Wages, Hours, and Working Conditions in the Set-Up Paper- 
ndusiry 1933, 1934, and 1935, bull. no, 633, 1937, pp. 57-8. 
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The Theory of Wages, London, 1932, pp. 106-7 
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THE COBB-DOUGLAS FUNCTION AND 
TRADE-UNION POLICY 


The Cobb-Douglas function indicates that the demand for labor in the United States 
and Australia is elastic. This would indicate that total labor income decreases as wages 
rise. Must trade unionists’ insistence on maintaining or raising wages even under conditions 
of widespread unemployment necessarily indicate short-sightedness or selfishness on the 
part of employed unionists? This article answers in the negative. In the first place, a mathe- 
matical bias in the Cobb-Douglas function prevents its showing simultaneously an inelastic 
demand for labor and a positive share of labor in the national dividend. In the second 
place, the function considers only the “gross” elasticity of demand. The “net’’ elasticity, 
which takes account of workers’ income while unemployed, is necessarily lower and more 
elevant here. In the third place, the Cobb-Douglas function is inapplicable to the long run 
in which population is variable, and in which labor seeks maximum real wages consistent 
with full employment. 


The Problem 

The statistically determined parameters of the Cobb-Douglas productivity 
function indicate that the elasticity of demand for labor in the United States 
snd Australia is much greater than unity.’ If this be true for labor as a 
whole, and true for an entire country or state, it follows a fortiori that the 
elasticity of demand for particular sorts of labor in particular localities 
must generally be greater than unity. 

These results imply that wage-raising activities by trade unions, minimum 
wage laws, etc., tend to /ower total labor income by increasing unemploy- 
ment. The problem arises—to what extent and why are trade-union wage- 
raising policies rationally formulated in the interest of workingmen? 

There are four “common sense’’ answers to this question: 

1) The Cobb-Douglas function is inapplicable, due to statistical or 
economic inaccuracies. 

(2) Trade-union policy is not motivated by devotion to the interests 


‘The Cobb-Douglas function, it may be remembered, is of the type: 
P = b L* C**; or, in freer form, P = 6 L* C’. 
_ In these equations, P, L, and C represent product, labor, and capital (or index num- 
ders of these quantities), while 6, &, and j are determined by the statistical method of least 
squares. 
To estimate the elasticity of demand for labor from this formula, we need only apply 
well-known definitions of elasticity of demand and marginal productivity, with these re- 


lee 
Suits: 


1 


Statistical fits, worked out both over time and at a given time, give values of & in the 

United States and Australia of from .65 to .80; .75 is a possible average. Accordingly, 
vaties from —5 to —3. 

For studies over time, see the original paper of Professors C. W. Cobb and Paul H. 

D uglas, “A Theory of Production,” Am. Econ. Rev. xviii (1928) ; Douglas, The Theory 

' Wages (Macmillan, 1934), Book II; Douglas and M. L. Handsaker, “The Theory of 

Marginal Productivity Tested by Data for Manufacturing in Victoria,” Quart. Jour. of 


Econ, liii (1937-38). “Cross-section” studies have been made by Professor Douglas, Miss 
Grace Gunn, and the present writer. 
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here is that the high value of 4 is “contained in” the function itself, not in 
the statistically fitted parameters. 

As reviewed in the initial note to this paper, the value of 1, the elasticity 
of demand for labor, which is derived from the Cobb-Douglas formula 
is (1/(#-1)). When this is (arithmetically) less than unity, & must be 
negative. But & we have seen to be the relative share of labor in the na- 
tional product; and it must be positive when all its constituents (total labor, 
total income, marginal productivity of labor) are positive. The Cobb- 
Douglas formula requires an elastic demand for labor, then, if either the 
computed marginal productivity of labor or labor’s computed relative 
share in the national income is to be positive. In short, the Cobb-Douglas 
formula requires an elastic demand for labor if the computed fit is to square 
with observed facts, and this by reason of the form of the function. 


Gross and Net Elasticities of Demand 


In addition to distinguishing labor’s relative share in the national income 
from the total absolute amount of labor income, we should recognize the 
distinction between wages and net income from labor. For if a workingman 
when unemployed becomes eligible for payments (unemployment relief, 
strike benefit, private charity, etc.) for which he is ineligible while em- 
ployed, his net income from work is not his wage per period, p, but (p-r), r 
representing the income per period which he may anticipate receiving as 
a result of unemployment. 

The elasticity of demand for labor may be measured with the price of 
labor considered either as a wage or as a net income from work. The elas- 
ticity computed from wages is the ordinary elasticity of demand; we shall 
call it the gross elasticity of demand, and continue to denote it by 4. The 
elasticity computed from the net income from work, which is necessarily 
smaller, we shall call the met elasticity of demand and symbolize by H. 
The relation between the two elasticities is:* 


p-r 


The net elasticity of demand, H, may be a proper fraction when the 
gross elasticity, 4, is greater than unity. If it be the net rather than the 
gross elasticity of demand for any sort of labor which determines union 
policy, the union may, knowingly and in full “class consciousness,” em- 
bark on wage-raising policies despite a high », if only r is sufficiently large 
and therefore H sufficiently small. It is reasonable, moreover, to assume 
that the net elasticity of demand is the elasticity of demand for workingmen 
in their capacities as workingmen, as that demand is seen by union leaders, 


_ ‘We have, by definition, n = (81/8p)p/1, and H = (81/8[p-r}) ({p-r]/1). When + is 
constant, 61/6 = 81/8(p-r). The statement in the text follows at once. 
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COMMUNICATIONS 
Should Professors Unionize? 


Two propositions summarize the case for the unionization of college professors. 

The first of these is that professors are under obligation to extend a helping hand 
to organized labor; the second, that organized labor is in a position to return the 
favor. The validity of these propositions is, in this writer's opinion, extremely 
questionable. 
‘A confusion, harbored by some socially-minded people, arises from the mis- 
taken identity of labor and the community as one and the same. The truth is that 
labor is only a group, albeit a large one, within the community. Between em- 
ployees, one group, and employers, another, there are some harmonies and some 
incompatibilities of interests. These incompatibilities—situations in which the 
cain of one is the loss of the other—inevitably lead to conflicts. It is impossible, 
however, to establish a monopoly of right or wrong on either side; and it is 
preposterous, therefore, for either side to lay claim to the allegiance and support 
of public-spirited outsiders. 

For professors as a formal group to take sides implies their conviction that 
viganized labor is deserving of their help in its struggle against the employer 
class; that the former, but not the latter, possesses some special claim which re- 
quires all socially-minded people to come to its rescue. What is that claim? That 
labor is the weaker side? Sometimes, indeed, it is; but not always. At any rate, 
if might does not make right, neither does weakness. That workers are poorer 
than employers? There is current nowadays a sloppiness of thought which identi- 
fies poverty with virtue, wealth with iniquity. Professors who deplore the 
prevalence of poverty among workers may properly advocate legislation, of one 
kind or another, calculated to raise income levels. But it is one thing to favor a 
change in the rules of the game; it is a different matter to aid one group in its 
conflict with another, both of which are behaving in accordance with rules 
already established. 

No one disputes the right of professors to advocate such legislation as the 
Social Security act or the National Labor Relations act—if they happen to ap- 
prove these laws. The latter law is especially pertinent to the present discussion. 
It proceeds on the assumption that workers cannot bargain effectively unless 
organized ; and it therefore explicitly affirms labor's right to collective bargaining 
and restrains employers from interfering with that right. The law was not in- 
tended to help employees win in the struggle against employers; it was intended 
only to prevent one contestant from slugging a shackled opponent. Once the 
shackles are removed, neither the community nor professors as a group should 
engage in a struggle in which both sides are proceeding in a perfectly legal 
Tashion. 

Though professors have no obligations to organized labor, would they never- 
heless aid their own cause by affiliating with it? Between workers and employers 
there are some inevitable conflicts of interests; if, therefore, professors are on 
the side of labor they are by implication against employers. Consequently, 
whether professors gain or lose from unionization depends in large part upon 
whether or not the newly-acquired assistance of organized labor more than offsets 
the newly-acquired opposition of anti-union groups. Which group is stronger 
varies with time and locality. With regard to salaries, however, affiliation with 
organized labor is apt to prove adverse to the professors’ interests, except perhaps 
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vest of the argument—that these offset checks represent a neglected component of 
the money supply—follows logically. 

But suppose we change the definition of a “deposit balance” to the amount of 
checks which will be honored when drawn by an individual. Then surely there 
is no difficulty with the idea that a credit matched by a debit involves the receipt 
of a “deposit balance’ which is instantaneously transferred by the debit to a new 
owner. Given this definition of a “deposit balance,” I find no difficulty in thinking 
of inter-bank clearing “as an instantaneous transfer of balances’’* in the sense 
that credits of the bank represent balances which are acquired for an instant and 
then immediately transferred to meet the debits against the bank in question. In 
other words, because Messrs. Dice and Schaffner defined “deposit balances’’ as a 
net item which could emerge only after a given posting had been completed, they 
found it difficult to think of such balances as being transferred during the given 
oosting, and therefore did not know what to do with checks offset during the 
posting in question, as no balances were available for such checks to be drawrt 
against until after the posting involved had been completed. By not thinking of 
balances as a net item but as the right to draw checks it becomes possible to think 
of that right as being received and instantaneously transferred when debit and 
credit items are offset within any posting; the offset checks are of course drawn 
against the “deposit balances’’ (in the sense of the right to draw checks) which 
were momentarily held by the drawer of the checks in question. Balances, in other 
words, have checks drawn against them during a given posting. 

If the above argument is correct, I need not comment on the rest of the argu- 
ment of Messrs. Dice and Schaffner, which resolves into a statement of the effects 


period, the amount of which will be equal to the velocity of ‘‘deposit balances” 
(in the sense of the right to draw checks) during the posting in question, a 
velocity which Messrs. Dice and Schaffner are forced to disregard because of their 
definition of “deposit balances.” The product of “deposit balances” and velocity 
in the Dice and Schaffner sense will, of course, be smaller than Fisherian MV 
by the amount of velocity neglected or checks offset.5 Adoption of Messrs. Dice 
and Schaffner’s definition of ‘‘deposit balances’’ would make impossible the 
calculation of the (exchange) velocity of money. For now it is possible to derive 
such velocity from total debits—7.e., total checks drawn—and total deposits. What 
Messrs. Dice and Schaffner wish to do is to confine velocity to cases in which 
“deposit balances” are used as a means of payment in their sense—/.e., are found 
to have changed hands at the end of any posting period. But this cannot be 
determined from statistics now available. Therefore, I find Messrs. Dice and 
Schaffner’s definition of “deposit balances” a confusing and statistically impos- 
sible one, much inferior to what I believe to be the more usual definition which I 
have suggested above. 
HENRY H. VILLARD 
University of Minnesota 


*Loc. cit. 
“Nor can such checks be added directly to the money supply, when the money supply 
is treated as something capable of being multiplied by velocity, as offset checks will have a 
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Note on Taxes and the Consumer—A Gestalt Analysis 


The March, 19 f the Review contained an article by Carl F. Wehrwein 
on “Taxes and the ‘ imer’’ which has evoked discussion in more recent issues 
by J. A. Leavitt and H. M. Somers. Professor Wehrwein’s article concluded that 
“there are many s who do not earn the money which they need fo; 
personal purposes Consumers of this type obviously cannot shift forward 
taxes passed to or | lirectly upon them because they do not sell anything 
of any kind, though they may be able to shift them backward.”” Mr. Leavitt, after 
refuting the specifi ple by which Professor Wehrwein illustrated the above 
statement, said ‘th lusion that can be reached is that there is no ‘final 
consumer’ who is s bear a tax once it is paid by him.” In attempting to 
refute Mr. Leavitt lusion, Mr. Somers stated that persons “entirely de- 
pendent upon ann pensions and relief’’ were in reality “final consumers,” 
but in a footnote ad | that ‘the real value of annuities, pensions and relief 
allowances could be 1 by successful political agitation in i of deflation,” 
Whenever this cor xists, and whenever political agitation also affects the 
amount of monetary it is it so frequently has in recent years, it is apparent 
that the concept of 1 ty breaks down. Moreover, as standards of living are en- 
dangered by taxes o1 ; ises, there are those in all income groups who, when 
the economic press hes a certain point for them, will respond by engaging 
in new activities that fect maintain or improve their own standards largely at 
the expense of ot! ffect on others may be through economic competition, 
inventions or sim tive processes, or criminal activities. 

The purpose of this note, however, is not so much to further affirm Mr. 
Leavitt’s conclusios point to what seems a futile method of approaching 
the study of this and other economic processes. Professor Wehrwein’s article, 
Mr. Somers’ note, and at least most of the accepted literature on the subject de- 
scribe unquestioned iting from, and accompanying, economic processes; 
but, without describis nd measuring all of the trends which determine given 
conditions (if indeed ld ever be sure that all such trends were taken into 
account), they seek “‘ nd absolute facts and laws. 

A more profital Dp] h is that suggested by the Gestalt psychologists. 
Instead of attempting to find the final effect of a single causal element such as a 
tax, it would be n rate and realistic to recognize that at every stage of 
behavior along the li ncidence there are a great many causal elements deter- 
mining price changes. A h such stage the precise effect of the tax cannot be 
separately measured, for the tax is only one element of pressure on the standards of 
living involved, and no shifting of the total pressure may be observed until the 
individuals affected bsorbed what pressure they will. If a given tax in- 
creases the pressure beyond this point, the individuals affected may shift pres- 
sure forward or or both as much as is possible, and the amount 
of such pressure s may or may not be the same as that created by the 
tax. The pressure y also stimulate inventive or other productive activity 
and may even have ut ty effects either productive or destructive. Without 
knowing the natu: th, and direction of all trends affecting such pressure, 
one cannot make at ite prediction. To conclude that a particular tax 1s 
responsible for a sp nge is equivalent to saying that the last straw was 
solely responsible fi iking the camel’s back. 


PAuL W. ELLs 
Salem, Oregon 
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Business Cycles 


It has been represented by some economists that only recently have writers 
realized that business cycles exist. In 1826, a writer in The Edinburgh Review 
wrote a paper, the train of reasoning of which is a specimen of acute logic on the 
theories of crises. His object was to examine three factors responsible for crises, 
and to trace the truth of the argument on which they were founded. The writer 
jraws a distinction between crises that are due to accidental causes over which 
che economist has no control (modern theory calls these originating causes), and 

‘hose which arise from the miscalculation of individuals, or from some defect in 

the system under which the industry of any country is conducted.”? The author 
held that crises over which the economists have control, are due to the following 
three causes: 

(1) “In the miscalculations of those engaged in the production of commodities. 

(2) “In the miscalculations of the merchants who deal in them. 

(3) “In a fluctuation of prices caused by a sudden change in the quantity, 
and consequently in the value, of money.’ 

The writer proposed three plans for controlling cyclical movements—(1) free 
trade; (2) placing the monetary system of the country on a secure and solid 
foundation; and (3) general diffusion of statistical information among all busi- 
ness-men of the country. 

OscaR H. LEVINE 

New York City 


‘See “The Late Crisis in the Money Market Impartially Considered,” The Edinburgh 
Review (June, 1826), vol. xliv, pp. 70-93. 

* Thid., p. 70. 

*Ibid., pp. 70-71. 
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il Works, Theory and Its History 


Changing World Market. By CARL Major 
Einar Munksgaard. 1939. Pp. 305. 10; 


ok, well worth the reading both for the point 
for the interesting attempts it makes to apply 
stical analysis to certain problems of govern: 
a Danish economist on the staff of the 
ng thesis in the last chapter, “The need for 
ntion must not be allowed to take the form 
it do not offer a reasonable chance of adapt: 
nges of “economic climate” that come from 
as invention of new processes, opening 
industrialization of formerly non-industrial 
r small countries, in particular, to freeze their 
nust emulate David, rejecting hampering armor 
and quick adaptability. State intervention, 
break through the factors of inflexibility, 
\lidating them.” But if adaptability is the bes 
ters to the price system? 
1 of the national economy worked effectively 
rmined smoothly and without friction, and if 
tive in calling forth a continuous re-adaptation 
rs in production, there would, it is obvious, be 
n to produce adaptation. A flexible organiza- 
lated by sensitive price changes would render 
r superfluous.” In the real world, however, 
ompetitive world of pure theory, “the price 
effective indicator and guiding motive for the 
hould take the initiative to new investmenis, 
mixture of competitive and monopolistic 
for a policy of state intervention designed 
government should undertake careful analysis 
offer the great profit possibilities, so that 
will be stimulated to bring about cost and 
te expansions. At the same time, the govern- 
the transfer of resources from those indus- 
re likely to be rendered less profitable by dynam« 
those which have been ascertained to be the 
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The body of the book is devoted to technical analysis designed to sug- 
vest concrete applications of this doctrine. Toward what commodities is 
it desirable for governmental policy to encourage a shift of production? 
Data are presented in chapter 2 on income elasticity and price elasticity 
of demand and probable variability of demand for types of commodities 
and also for productive factors. A country is better off if its exports have 
high income and price elasticity of demand. Similarly, in chapter 3 factors 
affecting supply are explored with the object of assisting in the choice 
of the strategically best lines of production. The analysis here and else- 
where points strongly toward the so-called “new commodities.” The pages 
on the typical course of industrialization and factors affecting interna- 
tional re-localization (pp. 95-117) should be read by those interested 
in the effects on other countries of industrial development in Latin 
America and Asia. Chapter 4 studies the question of the international 
spread of the business cycle and the adaptations that might render a 
country less vulnerable to depression influences from without. Chapter 
5 analyzes mobility in different phases of the cycle, concluding that re- 
sources can most easily be shifted from one use to another in a period 
of recovery or boom. In chapter 6 the author considers the problem of 
codrdinating business-cycle policy with long-range adaptation policy. He 
advocates isolating the local economy to some extent from world influences 
while inducing a local boom, then, during the favorable period afforded 
by the upswing (which he recognizes is likely to be temporary), pursuing 
a vigorous “‘adaptation policy” to shift national industries into the less 
vulnerable lines. 

As is inevitable in a study which breaks new ground and which tries 
to apply all its theoretical arguments as concretely as possible, there are 
many points at which a critical reader will want to raise a dispute. But 
the book as a whole is timely, stimulating, honestly and competently done, 
and heartily to be recommended. 

EUGENE STALEY 

Fletcher School of Law and Diplomacy 


Economics: Principles and Problems. A Textbook for Catholic Colleges. 
By FRANK O'HARA, JOSEPH M. O'LEARY and EpwIN B. HEwEs. 
(New York: Van Nostrand. 1939. Pp. x, 672. $3.50.) 

The authors of this book have two objectives in presenting this addition 
to a long list of elementary texts. The first of these objectives is to “‘set 
forth the principles and problems of economics from the Christian view- 
point.” The second is to treat the subject in as interesting and as clear a 
fashion as possible. To a considerable degree both of these objectives have 
becn accomplished. The first is attained by injecting a few quotations from 
the Quadragesimo Anno of Pope Pius XI (pp. 24, 345-346, 612-626). 
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these statements may have from the point of view of 
idd very little to the discipline of economics, The 
result of a very careful and painstaking presentation 
1 logical and interesting sequence. 
| into two parts one of which treats economic 
r some outstanding economic problems. It is essen. 
‘economic problems dissociated from theory or 
innot be fully understood. Each individual problem 
ficient detail to place it in its “proper social, eco- 
il setting.’’ In each case ‘‘an evaluation from a 
looking social viewpoint is then given.” 
; prepared to meet the needs of beginning stu- 
ivoided “controversial doctrines where no good 
theless treated some topics inadequately and others 
inaccurate if not erroneous implications to them. 
utment of value and price (chapter 12) and 
ct competition (chapter 14) may be due to a desire 
ify and clarify these difficult subjects. The best ex- 
plication is found in the treatment of the problem 
5). Here the implication is that the problem of in- 
nted by Thomas Robert Malthus is of no practical 
ed numbers mean also an increase in production. 
therefore is one of distribution. A more careful 
of this economist in the light of the period in which 
st of the objections to his teaching presented 
| population and an increase of standard of living 
stern world must be correlated with the ex- 
the improvement in technology and the ultimate 
diminishing returns in production, which these 
it all, while they present the earlier mathe- 
Malthus himself did not press in his later writings. 
hole is a good introduction to economics. Keeping 
tives it ought to serve Catholic youth well. It 
ting rather than a strictly scientific point of view. 
Curtis HUGH Morrow 


Economic Fluctuations. By MICHAL KALECKI. 
r and Rinehart. 1939. Pp. 154. $1.75.) 
nprises six essays of unusual interest. While the 
peared in journals prior to 1939, the revisions in- 
volume have simplified and improved the dis 
| the bringing together of the essays under one 
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set of covers serve to reveal and emphasize their continuity and inter- 
relation. 

The range of the problems covered is wide. The first essay begins with 
an empirical generalization relating to the stability, over long and short 
periods, of the share of manual labor in the total of gross national income 
(i.e., net income plus depreciation) arising in the private sector of the 
economy. It is then argued that under conditions of imperfect competition 
the average degree of monopoly measures the share in the gross national 
income of the income of capitalists and salary earners, and thus determines 
the share of manual labor. Another factor of influence is the ratio of prices 
of basic raw materials to industrial wage costs. The stability of the share of 
labor income is then attributed to the fact that over the historical period 
studied the two factors, degree of monopoly and ratio of raw material 
prices to wage costs, moved slowly and exercised effects in opposite direc- 
tions. 

The second essay proceeds with the analysis of investment and income; 
assumes that savings come only from incomes other than those of wage- 
earners; posits a relation between savings, consumption and income of the 
non-wage earning group. And, since the latter income is a constant pro- 
portion of gross national income, and savings are identical with invest- 
ment, the result is to establish a clear connection between changes in in- 
vestment and changes in national income. The third essay deals with 
money and real wages along Keynesian lines and concludes that ‘‘on bal- 
ance... a wage reduction may change employment in either direction, but 
this change is likely to be small; . . . it tends to redistribute income to the 
disadvantage of the workers . . .” (p. 89). The fourth essay introduces 
the principle of increasing risk, to the effect that as size of investment in- 
creases, the effects of unfavorable developments upon the net return to the 
entrepreneur-borrower are likely to be greater because of the lower ratio 
of the entrepreneur’s equity to total commitments. This factor is assigned a 
major role in limiting the size of enterprises. The fifth essay discusses the 
long-term rate of interest and attributes its stability over time to the sensi- 
tiveness with which holders of deposits respond to minor changes in bond 
yields. The last essay, which utilizes the various threads of earlier discus- 
sion, presents a highly simplified model of the business cycle, in which the 
cyclical movement is derived from a combination of a self-stimulating 
curve of investment decisions and the shift of this curve up and down in 
response to changes in the existing stock of capital equipment. 

At several points in the discussion the author makes use of statistical 
analysis of a crude but suggestive character. But the essays remain purely 
reconnaissance forays. Under protection of simplifying assumptions and 
often in cavalier disregard of available evidence that could be utilized in a 
more circumspect advance upon the problem, the author makes a lightning 
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riking conclusion. Careful consideration reveal; 
ralizations advanced rest upon limited data and 
» what constitutes stability or association; and 

at most, interesting suggestions of uncertain 


Mt alecki’s tendency to oversimplify the evidence 
il validity of his inferences, the essays emerge 
itive first approaches to the problems involved, 

¢ will pursue his studies beyond the range 
nto a more thoroughgoing mastery of the 
problem. 


SIMON KuZNETs 


oe for a Changing Economy. By Mosts 
New York: Columbia Univ. Press. 1939. Pp. 158. 


inalysis of the inadequacies of static economic 

to be encountered in the attempt to develop a 
dynamic phenomena. Dr. Abramovitz points 

t shows that one (and possibly only one) set 
conomic prices and quantities is consistent with 
the assumption that various data (tastes, 
framework, etc.) are given. But static theory 
path by which this equilibrium position is at- 
rate that such an equilibrium will be approached 
jamic problem is of crucial importance in a 

id changes in technology, tastes, and other 


problem of stability of equilibrium, the author 

the familiar ‘‘cob-web” theorem phenomenon 

irket for a single commodity, characterized by long: 

rves which intersect only once, there is necessarily 

of long-run equilibrium. Nevertheless, if one 

ipplied in any one year is a function of the 

: ight conceivably be true of agricultural pro 

1 period of ‘‘gestation’”’ before goods can come 

librium position may be an unstable one. An 
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vel. Dr. Abramovitz discusses in some detail the 
ype of purely statical theory. 
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reals taken as certain, and where the firm can borrow or lend in unlimited 
and ymounts at a given schedule of interest rates over time, Dr. Abramovitz 
anc shows how correct behavior will require that the firm do everything in its 
rtain power to maximize the present value of its future net revenue stream, this 


being computed by appropriately discounting according to the time which 


ence must elapse before payments and revenues occur. In this connection, he 
erge quite properly points out an element of circularity in the reviewer's treat- 
ved ment of the same problem on a previous occasion. 
ange Uncertainty is introduced by means of the assumption of the existence 
the in the mind of the entrepreneur of a rough probability distribution giving 
the degree of certainty with which any future net revenue is expected. Such 
rs , distribution can be characterized by such parameters as mean, standard 
deviation, etc. It is the former which is to be discounted by the firm, and a 
= further correction is to be made to allow for the entrepreneur's attitude 
158 toward uncertainty. The magnitude and sign of this correction must be 
sil taken as an independent psychological fact although its changes over the 
| business cycle may be in part predictable. 
— There follows the application of this apparatus to typical decisions of 
st the firm with respect to investment in inventory, in the processing of goods, 
— and in equipment. The summation effect of all firms in an industry is then 
boon described. In the interesting last chapter this theoretical apparatus is 
with brought to bear upon the behavior of competitive prices over a business 
astes, cycle. 
one Some question must be raised as to the advantages to be derived from the 
Jul author's treatment of uncertainty, even though he is in good company 
ched in this respect. The convention of a subjective probability distribution and 
ie appropriate” allowances for the entrepreneur’s subjective attitude toward 
other uncertainty do not seem to afford any useful hypotheses which illuminate 
real human behavior, but rather seem broad enough to encompass all con- 
athor ceivable reality. However, this is not a reflection upon the maturity of Dr. 
<a Abramovitz’s thought, but rather an indication of the difficulties to be en- 
long: countered upon the present frontiers of economic analysis. 
PauL A. SAMUELSON 
vw Harvard University 
f the 
and L'Economie Collectiviste. By ROBERT Mossé. L’écon. pol. contemp., Vol. 
come 


: XVII. (Paris: Lib. Gén. de Droit et de Jurisprudence. 1939. Pp. 210. 
40 fr.) 


Under the above general title this book deals with U.S.S.R. economics. 
i the Yet it is not just one more appraisal of the soviet system in action. In fact, 
the book is not much concerned with the concrete historical actuality of the 
soviet society, but with the general principles of economics under collectiv- 


sm of the present-day soviet type. This form of collectivism—in contrast to 


time 
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certain abstractly conceived schemes, and also in contrast to earlier phases of 
Russian collectivism—is characterized by the following features: produc- 
tion according to an all-inclusive, authoritatively imposed plan, the means 
of production and foreign trade in the hands of the state, private property 


in consumption goods of all kinds, the use of money and of differentiated 
money wages, and relative liberty for the consumers to dispose of their 
purchasing power, and to invest savings in state enterprises against inter- 
est. 

In what manner, the author inquires, does such system supplant the 
(supposedly) self-regulating principles of the “liberalistic-individualistic” 


capitalist society, the profit motive, competition, and the law of supply and 
demand? He finds that it is the deliberate manipulations by the “planifiers” 
of internal prices and of wage differentials, whereby purchasing power is 
directed so as to adjust consumption to production, and to apportion labor 
supply to the needs of the plan. People, as consumers and workers, are 
thus left to behave under this system much as they do under capitalism, 


determined by self-interest, making their economic choices in accordance 
with considerations of marginal utility. These and similar findings lead 
Professor Mossé to the conclusion that “there are a number of economic 
rules of which no society can free itself, and which, having tried to discard, 
society will end by finding reéstablished anew” (p. 207). 


Complete objectivity in the presentation, notwithstanding the author's 
preference for the idea of a planned economy, is well discernible. He is, 
however, not in sympathy with the autocratic imposition of the plan by 
the inscrutable master minds of the planifiers, but suggests that eventually 
the objectives of the plan should be laid down according to the wishes of 
the consumers. (Such development, the reduction of the almighty planifiers 
to responsible executive organs of society, would be a synthesis, in the 
Hegelian sense, of the present antithetical principles of democracy and 
totalitarianism. ) 

The book is written in a lucid, at times brilliant style. Especially the 
chapters on money and on foreign trade contain many illuminating te- 
marks. 


JOHN V. SPIELMANS 


Washington, D.C 


Geschichte der Kredittheorien: Eine Dogmenkritische Darstellung. By 
VALENTIN F. WAGNER. (Vienna: Springer. 1937. Pp. xvi, 521. RM. 
22.50.) 


Economists whose German reading knowledge was sufficient to guide 
them through their advanced degrees but not sufficient to permit them to 
keep up with German literature have not missed very much during recent 
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years. The book before us is an exception. It is decidedly worth reading 
and would be worth translation into English. 

The author is an economist at Basle, Switzerland. This voluminous his- 
‘ory of the theory of credit is, as far as I know, his first major publication. 
There is, incidentally, an interesting similarity between this Wagner and 
his famous predecessor of that name: Adolf Wagner (who wrote his 
books in the second half of the ninteenth century). To Adolf Wagner we 
owe one of the earliest and best German accounts of the controversy be- 
tween the Currency School and the Banking School; Valentin Wagner 
now gives us the most recent account of that controversy; and both Wag- 
ners have shown more sympathy for certain Banking School ideas than 
most distinguished writers among their contemporaries. Indeed, Valentin 
Wagner's friendly and intelligent interpretation of what is nowadays con- 
sidered old-fashioned, naive banking theory, is perhaps the strongest part 
of the book. 

Wagner's work is not a complete history of monetary doctrines but con- 
fines itself to theories of credit. Like most modern contributions to the his- 
tory of monetary doctrines (e.g., of Howard Ellis, Arthur Marget) the 
analysis is not in chronological but in systematic order. Wagner’s system, 
however, is not the most felicitous. His classification of credit theories is 
vety complex and results in duplications and repetitions which make the 

5 book unnecessarily long. Starting from theories which deny any dynamic 

function of credit, the analysis proceeds to the “kinetic theories”; the 

theory of “reproduction credit” in Marxian and other formulations re- 
ceives particular attention; the theory of credit creation is examined with 
much care and scepticism; credit theories of economic development and 
credit theories of the business cycle are next in the discussion; the theory of 
compensatory credit creation and the theory of production credit form 
the content of the last chapters. It would be tempting to reproduce here the 
titles of the ten chapters in English translation. But Wagner is a great 

e coiner of new words which resist translation. 

Wagner's main quarrels with accepted theory are these. Modern theo- 
tists, he finds, do not sufficiently differentiate between the economic func- 
tions of bank notes and of bank deposits; this leads to exaggerated ideas 
as to the power of the banking system to “‘create’’ deposits, and to an 
under-estimation of the elasticity of the volume of deposits as a function 

8 of essentially stationary pulsations in the sphere of industrial circulation. 

f Wagner finds, thus, that the Banking School was wrong in exactly the 

point which was accepted by modern theory (viz., that bank notes and 

bank deposits were of the same nature); whereas it was almost correct in 


le exactly the point which was rejected by modern theory (v/z., that the 
» movement of bank deposits might simply picture movements of trade and 
at that bank credit might be a non-dynamic substitute for trade credit). 

* 1939] General Works, Theory and Its History 811 


ap Seeds of destruction: a study in the tunctional weaknesses of cabital- 
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Needless to say, this is a crude abstract of Wagner’s rehabilitation of 
the ideas of the Banking School. Needless to say, also, a short review can. 
not do justice to the content of an analysis that extends over half a thousand 
pages. An analy f the theories of credit from preclassical writers o,, 
up to the present, including the English, German, French, Italian, Dutch 
and Scandinavian ¢ mists, is a formidable task, which Wagner has 
performed with remarkable success. 


FRITZ MACHLUP 


University of I 
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AKERMAN, J. Es ri. 1, De ekonomiska kalkylerna. (Lund: Lunds 
Universitets Ar: Pp. 286.) 

ANDERSON, H. R. and ] Quist, E. F. Selected test items in economics. Bull 
no. 11. (Cambri Nat. Council for Social Stud. 1939. Pp. 74. 50c.) 

BATTAGLIA, F. and BERTOLINO, A. Problemi metodologici nella storia delle 
dottrine politic! economiche. (Rome: Soc. Ed. del “Foro Italiano.” 
1939. Pp. 206. | 

This book in s two studies by Felice Battaglia: (1) “Object and 
method of the | y of political theories,” (2) ‘The historic work of 
the Carlyle broth ind four studies by Alberto Bertolino: (1) “Re. 
flections on the 1 f economic theory,” (2) “On the historiography of 
economic thought,” (3) “History of economic thought and economic his- 
tory,” (4) “The v of his tony of economic thought in the development of 
culture.” The fi f these studies was read as a paper at the eighth Inter- 
national Historic ¢ 5 ihe others have been already published as sep- 
arate articles in different Italian s ientific magazines or publications. 

Professor Batt states that “political theories must be regarded as 
separate from act facts, of which they represent the ultimate aim, They 
do not express the present order, as much as they disclose a new and dif- 
ferent order” ({ ). “Objects of the history of political theories are 
only the theories t selves and not political facts” (p. 28). This kind of 
history covers a ¥ range and cannot be correctly used in the direct so- 
lution of the actual political problems. Dealing with the real object of 
economics, Profé Bertolino affirms that the field of scientific investiga- 
tion must be rela some aspects of the technical problems (p. 121). He 
further excludes { the scope of economics all moral, political, religious 
elements. 

Confronted xpansion of the domain of politics beyond the 
boundaries fixed by theory of traditional liberalism, students of political 
science and economics, especially in the totalitarian countries, tried to meet 
the situation in two different ways: first, by limiting the field of political 
and economic theories to a very general kind of abstract research for the 
former, and strict echnical for the latter, or, second, by embracing the 
new credo with all its possible implications. The studies of Felice Battaglia 
and Alberto Berto belong to the first way. 


Fausto R. PITIGLIANI 
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grain. J. M. Seeds of destruction: a study in the functional weaknesses of capital- 
~ ism. (New York: Covici-Friede. 1938. Pp. xix, 418. $4.) 

CRONIN, J. F. Economics and society. (New York: Am. Book Co. 1939. Pp. 
473. $2.50. 

FAIRCHILD, 9 Furniss, E. S. and Buck, N. S. Elementary economics. Vols. 
| and II. 4th ed. (New York: Macmillan. 1939. Pp. xxvii, 701; xix, 692. $2.50, 
each vol.) 

In the new edition of this popular text, the authors have made many changes 
and additions, particularly in the chapters on value, which have been worked 
over with care, to “incorporate the concept of imperfect competition as an in- 
regral part of the theory of price.” It is unfortunate that the concept was not 
extended to the theories of wages and interest, but that has been done in few 
f the recent texts. A considerable amount of new material has been added at 
various points, and most of the statistical material has been brought down to 
date. 


JOHN IsE 


y, GOTTL-OTTLILIENFELD, F. Wirtschaftspolitik und Theorie. (Berlin: Junker 
und Diinnhaupt. 1939. Pp. xii, 240. RM. 10.) 

GreANuS, T. The development of Keynes's economic theories. (London: P. S. 
King. 1939. Pp. 40. 2s.) 

Haney, L. H. Value and distribution: some leading principles of economic sci- 

(New York: Appleton-Century. 1939. Pp. xvii, 734. $4.) 

HaussMANN. F. Rechtsstaat und “Wirtschaftslenkung.” Ein Beitrag zum 
Problem: Staat, Recht und Wirtschaft. (Basel: Verlag fiir Recht und 
Gesellschaft. 1938. Pp. vii, 335.) 


This book consists of two parts widely separated in point of time and 
material background. About two-thirds of it comprise a report made by 
the author in 1931-32 for the Deutsche Juristentag (Association of Ger- 
man Jurists) on legal-economic trends in the Germany of those days. This 
report has been prefaced five years later by a discourse on recent develop- 
ments in the relation of state, law, and industry. 

The gist of the report (figuring as part 2 of the book) is that an econ- 
omy planned and managed for “the common good” (Gemeinwirtschaft), 
and an economic system based on free enterprise motivated by profita- 
bility (Erwerbswirtschaft), are irreconcilably antithetical with no com- 
promise possible between them; that to begin with curtailing the freedom 
of enterprise means to end up with socialism; hence that states not delib- 
erately committed to socialism or communism should carefully refrain from 
introducing, under the form or guise of emergency measures, schemes 
tending increasingly to bend free enterprise under the yoke of a social- 
istic economy. The report culminates in recommendations, although in most 
general outline only, of constitutional and other legal guarantees for the 
inalienable rights of private enterprise. Appended are a number of eco- 
nomic party programs: a U.S.S.R. communistic and a German trade-union 
program as abhorrent examples of the planned society, and a number of 
more or less liberalistic programs of various other groups. 

The later “first part” of the book makes a more general, philosophical 
approach to the same issues, treating of such problems as the relation of 
state and individual, and of the characteristics of a “Rechtsstaat’” in con- 
trast to one of arbitrary power. Here the author professes his belief in an 
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The author then shows the relation of his ideas to the business cycle, and is 
caustic about central bank control, monetary theorists and planned money. 
The final chapter develops a plan to “ . . . put into practice our two principles 

control of the volume of investment, and communal control of income 
distribution” (p. 153). The methods presented are carefully developed and 
may be given more consideration under a war-time economy than when the 
book was first published. 

Mr. Knight leads the reader through unorthodox and, at times, untrimmed 
paths; he will provoke much remonstrance, but he does place emphasis on the 
aggregate demand function which has been neglected in Ricardian economics. 
ion GEORGE W. SANFORD 


ANGUM, J. K. Problems and questions on the principles of economics. (Boston: 
Ginn. 1939. Pp. viii, 212. $1.25.) 

Designed to accompany Principles of Economics, revised edition, by F. B. 
Garver and A. H. Hansen. According to the preface, much of the material is 
suitable for other texts. The several chapters include study questions, problems 
for analysis, and references for further reading. 


Lester, B. Applied economics for engineers. (New York: Wiley. 1939. Pp. 

164. $4. 

TAUSSIG, “4 W. Principles of economics. Vol. 1. 4th ed. (New York: Macmillan. 

1939. Pp. xxii, 547. $3.) 

This new edition of a book which has been in use for over a quarter of a 
century includes, as did the older edition, Books I-III. Major changes have been 
made in Book II, “Value and exchange,” and Book III, “Money and bank- 
ing.” New chapters have been added, others dropped, and some have been 
left almost as they were in earlier editions. The work is still addressed to “in- 
telligent and educated perons who wish to begin on a systematic study of 
the subject.” Recent developments in economic theory of special interest to 
professional economists are not included because as yet they are not generally 
accepted. However, some of the newer terminology (duopoly) and theory 
appear in the discussion of monopoly and monopolistic competition. 

This volume has been brought up to date in statistical data, but it has the 
weakness of making too little use of the abundant recent historical materials. 
This is especially true of the chapters on protection, free trade and interna- 
tional exchange. The graphic presentation of supply and demand has been 
extended and improved. The discussion of value and price has been clarified 
by the introduction of a brief chapter (16) on the individual firm. This in- 
stallment of the work is a real revision, although the book remains much as it 
was when Professor Taussig wrote the preface to the first edition in 1911. 

Curtis HUGH Morrow 
VALLARINO, J. C. Las teorias del interés y conceptos del capital. (Monte- 
video: Author, c/o Talleres Graficos, Rodino. 1938. Pp. 531.) 

The author of this work has undertaken the task of presenting, on the 
one hand, the salient features of the interest theory of those past and con- 
temporary writers whose names bulk largest in this field and, on the other, 
a synthesis with reference to both the analytical and applied aspects of the 
phenomenon of interest. The book undoubtedly does much to fill an im- 
portant gap in the Spanish literature in this field. Almost one-third of the 
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volume is dev nterest theorists up to Bohm-Bawerk; while ove, 
half of the re is taken up with an excellent brief review of the 
views of some thi thors. several of whom devote but the usual chapter 
in a general text t interest problem. The treatment is sympathetic, and 
by and large th bution of space as between the authors seems to con. 
form to the rel rtance of the writers in question. As to omissions. 
the reviewer w » note only one important case; there is no refer. 
ence at any point the book to the work of Professor Knight. 

Vallarino’s s brief and socratic, appears anti-climactic, although 
as an offset w meticulous care with which he handles the views 
of others and t emphasis on the necessity for giving appropriate 
attention to tl factors bearing on the problem. Constructively, he 
offers the view > insists is not the same as one of the principal 
Bohm-Bawerki th interest has its origin in the “universal” fact 
that present gi » a reduction in value or purchasing power with 
the lapse of tir vhile BOhm-Bawerk weaved cundibialal temporal, 
and productivity into what was at any rate an elaborate hypothesis, 
our author hat re than offer in explanation of the existence of 
interest what ap} perhaps the weakest of the Austrian postulates. 
In mitigation, it pointed out that this unsophisticated version of an 
old idea seem ynly important section of the book in which the 
apparent desire | position is not subordinated to the more general 
interest in ana he whole, the readers for whom the work is in- 
tended will be ( for the extended and revealing survey of an im- 
portant section loctrine, 

VIRGIL SALERA 


WERMEL, M. T t the classical wage theory. (New York: Co- 
lumbia Univ. | ». xii, 190. $2.25.) 

Wu, C.-Y. An oi stional price theories. (London: Routledge. 1939 
Pp. xii, 373. 1 

A century of soc of lectures delivered at Duke University dur. 
ing the acaden 1 part of the centennial celebration of tha 
institution. (D Univ. Press. 1939. Pp. vi, 172. $2.) 

Contains a y Harold G. Moulton, “One hundred years of eco- 

nomics.” 


Economic History and Geography 


Business and C. in Introduction to Business History. By N. S.B 
Gras. (New ¥ Crofts. 1939. Pp. xxii, 408. $3.50.) 

Economic history, like other history, is rewritten by successive geneta- 
tions from new s oints. The new standpoint taken by Gras is the 
conflict, especially post-war period and especially in America, be- 
tween “financial talism and ‘“‘national” capitalism. His “financial” 
capitalism emerge tinctly in 1901 and reached its peak in the New 
Era preceding 1929. His tional” capitalism emerges in the New Deal 
after 1933, which is 1 American counterpart of fascism, naziism and 
communism in Euro} “industrial”? capitalism, which preceded, 
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reached its peak and continued to hold over in England, but the financial 
capitalism flourished in the United States and Germany. 

The twentieth century development suggests recasting economic his- 
tory so as to bring out especially two features, personalities and manage- 
ment, not sufficiently attended to, as he thinks, by economic historians. 
Personalities are distinguished from forms of organization, over-empha- 

zed by former economists. The personalities of financial capitalism in 
America center upon the Rockefeller group and the Morgan group, 
whereas Andrew Carnegie heads the American “industrial” capitalism. 
In order to safeguard himself against misinterpretation, he classifies per- 
sonalities as the ‘“‘playboys,”” the “‘misfits’” and the “‘lovers’’ of their work 
or their business. The personalities which he centers upon are the last 
named. I should have been inclined to pick out and give much the great- 
est numerical importance to “routine” workers and “routine” business- 
men who seem to have been relegated by him to his historical “‘pre- 
business” capitalism based on custom and status. Yet they are the biggest 

part of present- day capitalism, or at least of the human instruments of 
his financial and national capitalism. 

“Management” is distinguished from “‘policy-making’” in both indus- 
try and government, and the historic emergence of management is dis- 
tinctly in the emergence of the “‘sedentary’’ merchant distinguished from 
the “travelling” merchant or peddler of preceding economic historians. 
He finds in this “sedentary” merchant the first clear distinction between 
policy-making and management, which gave the name “mercantilism’”’ to 
both private business and political mercantilism, the latter being the his- 
torical antecedent of present-day national capitalism. These sedentary 
merchants developed into bankers, financiers and promoters of govern- 
ment loans. So that his ‘‘national’’ capitalism is a revised and enlarged 
mercantilism. 

His own well known and authoritative investigations are summarized 
r referred to, so that he names this book an “‘introduction’’ to business 
history. In this respect he rigidly makes use of the methodology which 
distinguishes facts, generalizations from the facts, and opinions. He re- 
veals his own opinions but leaves them to further investigation. They 
originate out of the relations between the New Era and the New Deal 
in America. His tendency of opinion is in favor of financial capitalism, 
which, however, he feels over-reached itself in the New Era, and he sug- 
gests critical topics for further investigation, especially on the relation 
between financial capitalism and national capitalism in the present and 
preceding historical periods. Besides, he ventures on constructive policies 
which he thinks might preserve financial capitalism in America. 

His broad meaning of “capitalism” is the formation and use of pro- 
duced instruments of production, so that his “‘business’”’ capitalism comes 
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with the beginning and extension of markets, while pre-business capi- 
talism is agricultural, pastoral, village community and the large-estate and 
manorial systems without market organizations, but with present-day sur. 
vivals. Naturally much space is given to origins and expansion of credit 
instruments and accounting systems. I should have given attention to the 
business cycles of industrial and financial capitalism which have pfo- 
voked his national capitalism, 
JOHN R. Commons 
University of Wi 


The United Stat. e 1865. By Louis M. HACKER and BENJAmmn B. 
KENDRICK. 3rd ed. (New York: Crofts. 1939. Pp. xxiv, 821. $3.75.) 

The third edition of a history text which first appeared in 1932, was 
revised in 1934, is now brought up through the 1938 elections. Discussion 
of the economic problems of the 1920’s has been recast and the last four 
chapters rewritten. Professor Kendrick wrote the sections dealing with the 
aftermath of the Civil War and advised Professor Hacker concerning the 
rest. About half the book is economic history, and it is this portion with 
which I am concerned. In many respects it is an excellent text: it contains 
many penetrating analyses, and it is well organized, various topics being de- 
veloped in sections by themselves in logical time-periods. The amount of 
explanatory material and illustrative detail is amazing and will both delight 
the scholar and panic the average undergraduate. The book contains 10 
maps, 6 charts, 9 illustrations and cartoons, 37 tables, a 25-page bibliog- 
raphy of readings arranged by chapters, and an adequate index. 

Certain aspects of economic history receive special emphasis, such as 
the declining importance of agriculture and the grievances of the farmer, 
the improved econo! status of the working classes, the influence of 
socialism on American political thought before the war, the emergence of 
imperialism in the 1920's, and the development of the New Deal. 

My major criticism of the book is its almost Marxian bias. Capitalists 
are given little credit for the improved standard of living of this nation, but 
are repeatedly held up as exploiters of the laboring and farming classes 
and as wasters of our natural resources. Capitalists are the only monopolists, 
it would seem; capitalists got us into the last war and will probably drag 
us into the next; capitalists were responsible for the great depression be- 
cause of their oversaving and wild speculation; and capitalists’ philan- 
throphy made for “‘regimentation and timidity” and hindered the legitimate 
expansion of a social program. That there is a distressing amount of truth 
in some of these indictments does not alter the fact that only one side of the 
picture is given. After all, constructive business-men like Carnegie, Hill 
and Ford contributed to American standards of living; labor unions are 
often monopolies and can make prices “‘sticky’’ too; a victorious Germany 


1937 
aeve 
aust 
land 
land 
ence 
as 1 
sidet 
poli 
qd 

sf 

rece 
sch 
the 
as ¢ 

that 
trih 
mac 
WUL 
+ 
tok 

+h 

} 
DO 
1p 
| 4h 
tal 


1939] Economic History and Geography 817 


developing spheres of influence in Latin America might make the price 
of peace seem very high; Moulton’s contention that oversaving was the 
cause of the great depression has numerous critics; farmers speculated in 
land before 1920 just as others did in stocks before 1929; and our experi- 
ence with relief would seem to indicate that government charity makes for 
as much regimentation and timidity as private philanthrophy, if not con- 
siderably more. 

The “liberal” attitude of the authors becomes more extreme in discussing 
recent history and leads to such anomalies as calling Mellon’s treasury 
policy “woefully short-sighted” and then defending the New Deal's series 
of deficits. The sit-down strikes are spoken of as ‘the new technique” with- 
out being mentioned as illegal or as a probable partial cause of the 1937 
recession. The Supreme Court’s criticisms of devaluation in its gold clause 
decisions and its holding of the N.R.A. unconstitutional (both unani- 
mous) are evidence that the Court was “‘ill-advised’’; and the Court-packing 
scheme and appointment of Senator Black are defended. The fact that under 
the New Deal the labor costs per unit of output did not increase as much 
as did the output per man-hour, is pointed to as a refutation of the charge 
that the New Deal pushed labor costs out of line with other costs and 
imperiled the return of real prosperity. According to the principles of dis- 
tribution, if wages were pushed still higher with a consequent use of more 
machinery in place of labor, the output per man-hour would be greater yet, 
but so would the number of technologically unemployed. 

The scarcity of errors of fact in a book of this size is a tribute to the 
authors’ scholarship. But there are overstatements, such as calling the Inter- 
state Commerce act “the first piece of federal legislation of any broad eco- 
nomic significance,” and describing the national banks’ legal reserves 
against deposits as “fictitious in character’ (pp. 262, 462). The various 
tables should show their source, even when drawn from the census, and 
the bibliography, particularly for the recent chapters should contain more 
idequate references for the “conservative” viewpoint. 

DONALD L. KEMMERER 

University of Illinois 


World Economy in Transition: Technology vs. Politics; Laissez Faire vs. 
Planning; Power vs. Welfare. By EUGENE STALEY. (New York: 
Council on Foreign Relations. 1939. Pp. xi, 340. $3.00.) 

To the student in the field of descriptive economics, this volume 
possesses unusual merit; to the more theoretical worker, the illustrations 
drawn from public and private aspects of politics and technology are cer- 
tainly suggestive. The range of topics is world-wide, yet despite this almost 
unlimited sphere of interest the author maintains a noteworthy balance in 
his analysis of our material and social existence. This study is not easy to 
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erowth in economic barriers set up by separate states. Problems of central- 
ization and decentralization exist apart from national boundary lines. 
Again, there is some ground for argument in the assumption (following 
F. H. Knight) that the first objective of economic policy is to diminish its 
importance in life as whole: the validity of this goal rests partly upon 
definition and scope. Third, the attack upon the concomitant operation 
of laissez faire and planning is courageously done despite the perhaps im- 
possible evolution of an ideal “mixed” system. The author rightly ac- 
-entuates the need for incorporating the best rather than the worst of each 
regime, yet there remain the strong handicaps of inadequate experience 
records and the confused relationships of individual and state. Finally, 
the positive stand in favor of technology as the preferred basis of human 
welfare in distinction to politics, the mainspring of power, is not tempered 
by a recital of the liabilities of science and invention or the assets of wise 
political action. In the development of this thesis within the compass of a 
small book, doubtless it was unwise to stress these exceptions even though 
they are part and parcel of Realpolitik, yet the case is not entirely one- 
sided. A true internationalism may operate best through strong, codpera- 
tive national programs. 

The volume is distinguished by clarity of thought rather than novel 
speculation, by keen analysis rather than timid phrases. Bibliographical 
references appear only in the footnotes. It is refreshing to be able to rec- 


ommend a serious book written in such a direct and readable style to all 
persons who wish to keep abreast of significant politico-economic implica- 
tions based upon technological advance. 


G. MEARS 
Stanford University 


Chapters in the History of Social Legislation in the United States to 
1860. By HENRY W. FARNAM. Edited by Ciive Day. (Washington: 
Carnegie Inst. of Washington. 1938. Pp. xx, 496.) 


The preface, written by Dr. Clive Day, records that Farnam had been 
working some twenty years in gathering materials for a book of which 
these chapters were to be a part. Meanwhile, under his supervision and in 
accordance with his plans, numerous monographs covering portions of the 
field were being prepared, of which nine have been published and twice 
that number completed in manuscript. Moreover, under his leadership 
as chairman of the Board of Research Associates in American Economic 
History, half a dozen important treatises in various phases of economic 
history in the United States were prepared by leading scholars, and pub- 
lished by the Carnegie Institution. These facts have more than episodic 
relation to the present volume, for they constitute part of the general co- 
operative enterprise conducted by Farnam; and the creation of his own 
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hand, the colonists had a rich field in which to express their “ideals of 
‘sir treatment and equal opportunity.” These are interestingly treated in 
1 chapter on fair trade which discusses legal regulations ranging from 
simple commodity price fixing and control of peddlers to the use of the 
udicial-administrative concept of extortion as a substitute for price regula- 
ion, An interesting and illuminating discussion of the réle of written con- 
¢itutions in the colonial experiments of government opens the second 
main division of the book, devoted to the constitutional period. As might 
be expected, the major portion of this section is devoted to questions in- 
volving the status of the negro slave (the text itself is followed by 150 
pages of tabulated codification of state slave laws). The author is not un- 
mindful of moral and ethical issues involved and of the conflicting eco- 
nomic motivations implicit in the controversy; but fearing that a “‘philo- 
sophical theory can hardly fail to make . . .” an author engaged in his- 
torical or scientific research present facts ‘‘that will confirm his theory,” the 
author keeps his discussion of the problem close to the economics involved. 
He evaluates the outcome of the controversy as an event in the economic 
more than in the political and cultural history of the country. 

Inasmuch as Professor Farnam’s chapters do not extend beyond 1860, 
less importance necessarily attaches to the post-colonial period, except as 
it relates to slave laws. Most of the labor legislation of practical impor- 
tance today has dated since the Civil War and with increasing significance 
since the World War. The brief chapters on this period of legislation up 
to 1860 is therefore more interesting as in the nature of an intellectual 
autobiography. From that point of view, they carry consistently the 
stamp of fairness and scholarship, so rare—and perhaps so little tenable 
—in an age that witnesses a critical conflict between the democratic aspira- 
tions foreshadowed in the Mayflower, and the totalitarian attempt to cut 
the Gordian knot of technological civilization by the sword, because it is 
dificult to unravel by wisdom. 

Despite its painstaking scholarly content, strict documentation and 
often technical slant, the book is surprisingly interesting reading and is 
almost suitable for popular distribution. This may be due in large part 
to the exquisite skill in selection of items, the simplicity of language, and 
the conspicuous honesty of presentation. It may be due also, in part, to 
the intrinsic interest of the wealth of facts reported and the vividness 
with which they reflect the living interests of the generations that ex- 
perienced them. Should a more popular edition be contemplated, it 
would probably not be necessary to include the excellent bibliography 
which fills some 50 closely printed pages, or the 150 pages of slave law 
codes. The generous index, however, should certainly be retained. 


PHILIP KLEIN 
Washington, D.C. 
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yssible earlier it would have exerted a larger effect. It would have 
prevented some of the disintegration coming with inflation in Germany. 
Even now, however, it indicates that reasonable post-war settlements are 
not entirely ruled out. If at any time in history consultations can be held 
somewhat removed from the heat of battle and if men of broad perspec- 
tive come together with a full realization of the impossibility of carrying 
for long grossly inequitable burdens, if it is realized in setting up any 
scheme of post-war debts and credits that neither the victor nor the van- 
quished can be reduced to economic destitution by the imposition of an 
unnatural and intolerable economic program, constructive agreements can 
be achieved. 

The economics of the Dawes plan has been discussed fully by many 
authorities. It is the side-lights, the sequence, and sources of suggestions 
which lend interest to this book. It should be on the shelf of the students 
of this period and is neither replaced by nor can replace other discussions 
of a somewhat more technical character. 

ELEANOR L. DULLES 

Washington, D.C. 


Holyoke, Massachusetts: A Case History of the Industrial Revolution in 
America. By CONSTANCE MCLAUGHLIN GREEN. (New Haven: 
Yale Univ. Press. 1939. Pp. ix, 425. $4.00.) 

If it happened more frequently that projects begun as doctor's theses 
resulted in volumes of as much significance as Mrs. Green's, the require- 
ment of a ‘‘contribution to the existing sum of human knowledge”’ would 
not seem the farce it so often does. This book, winner of the George 
Washington Egleston Prize for its contribution to American history, merits 
the careful attention of students of American industrial and social life. 

The author suggests at the start that the story she tells has many 
parallels, but her study reveals with the tang of authenticity the individual 
characteristics of a particular New England community. Long a resident of 
the city, she has intimate knowledge of the regional geography and social 
customs which hold the explanation of much that has taken place there. 

One reason why the industrial history of Holyoke must be distinguished 
from that of other New England mill cities is its compression into a 
brief period of time. Incorporated as a village in 1850, granted a city 
charter in 1873, the industrial growth of Holyoke falls within the memory 
of persons still living, so that captains of industry and sons of toil who 
were eye-witnesses of the changing scenes are still on hand to give their 
versions. Another is the fact that Holyoke was projected as a city, in which 
200,000 persons were to live, by a group of ‘‘cotton lords” who anticipated 
making the greater power of the Connecticut River at Hadley Falls yield 
profits commensurately larger than those they had already drawn from the 
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mills on the Merrimac. Why and how they failed to do this is the core 
of the chronicl 

Here is then the biography of an industrial community which cam 
into being at the middle of the nineteenth century by the side of mud, 
older settlements which it rapidly outgrew because it was a site where 
falling water could be made to turn wheels. What transpired at Ireland 
Parish, renamed Holyoke, certainly revolutionized the life of the sparsely 
settled farming community; but the story is not accurately described as “, 
case history of the Industrial Revolution in America” since factory or- 
ganization, a machine technology, and corporate enterprise as developed 
elsewhere were brought full-fledged to the ‘‘New City.” It does, however, 
exhibit with great clarity a fully documented example of ‘Massachusetts 
industrialism and its social consequences.”” It portrays the inevitable dis- 
advantages for community interests when there is conflict between them 
and those of absentee owners. Holyoke was planned as a cotton city; and, 
with the exception of only one important concern, the Holyoke cotton 
industry continued to be owned and financed outside the city. In contrast, 
paper making, not originally part of the scheme, was long carried on by 
resident concerns in which capital was closely held by members of the 
same families. The difference, it is pointed out, made for contrasts in 
industrial relations and advantage for the locally owned concerns, 

The promotion of the original company, the Hadley Falls Company, 
organized by Boston cotton mill stockholders in 1847, its capture of real 
estate and water rights and its subsequent power to deed these rights on 
its own conditions, are recorded with detail and flavor; and the account 
contributes an important addition to our knowledge of nineteenth-century 
corporation finance in the United States. In 1854, a second company, the 
Lyman Mills, branched from the Hadley Falls Company. It was appor- 
tioned two mills and water power under perpetual lease and devoted 
itself to the manufacture of cotton cloth while the parent company con- 
tinued to sell mill sites and lease water power. 

The management of the Lyman Mills followed the patterns of the early 
Lowell textile companies in providing necessary housing for their opera- 
tives, brick tenements, in solid rows many of which continue to house the 
workers of today. At first the nearby countryside furnished workers, but 
later French Canada and Ireland were drawn upon. Boarding houses with 
“respectable keepers,” charged to look after the conduct of the boarders, 
provided dwelling for those who had no families. The doors of these 
houses were closed at ten in the evening and the inmates forbidden “to 
collect on the front steps or sidewalk in front of their tenement.” 

The grandiose plans of the Hadley Falls Company failed of realiza- 
tion, and it was forced into receivership in 1859. But monopoly of land 
and water was not to be lost; and in 1859 the Holyoke Water Power 
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Company, having bought the water rights of the promoting company, 
began a régime which put the destiny of the community into its hands 
for decades to come. Indeed, the whole story turns upon power and real 
estate. Water power, cheaper than steam, long gave advantage over its 
competitors to Holyoke, an advantage not really lost until after the be- 
ginning of the twentieth century when the same power could be elec- 
trically transmitted to customers across the river and farther away. After 
1872 the Holyoke Water Power Company reversed its earlier policy and 
encouraged diversified manufacturing. 

Industrial development with ups and downs reflected the rise of the 
trusts in the nineties in both paper and cotton. The author is much in- 
terested in Holyoke experience as it presents comparisons of local and 
absentee ownership and of the successes and failures of independents and 
trusts; and she points to the more successful record for the former in a 
number of instances. The city grew in wealth and population with its 
“lush years” in the eighties and its peek of population (for the period 
studied) in 1917. Industrial growth slowed down before the new century; 
and in 1922, with war prosperity a thing of the past, “it was clear that 
Holyoke was not destined to become a great industrial center.” 

The important chapter of municipal ownership of gas and electricity is 
not fully told. In 1902 the city bought the Holyoke Water Power Com- 
pany’s plant for “‘a good price’”’ and set up a municipal “G. and E.” de- 
partment, intending to sell gas and electricity to private companies and 
the city alike. The consumer end of the plan worked out with great suc- 
cess in the offering of “the cheapest household rates in the United States,” 
rates forty per cent below those of the Water Power Company. But the 
latter gained permission of the legislature to retain the right to generate 
and sell electricity so the city’s exclusive rights were lost. The city was 
induced to acquiesce in the arrangement by the prospect of attracting new 
manufacturing concerns to it; but this prospect was not realized, and there 
resulted a “‘bitter feud” between the power company and the city de- 
partment, admitted to be “detrimental to the city as a whole.” 

The study would have gained in significance if it had been fitted more 
closely into the national framework; for Holyoke’s problem has been in 
the transition from an independent local economy to an interdependent, 
regulated economy, even more than one of local management and tech- 
nique. The chapters on industrial relations are valuable as description of 
management but are sometimes a little misleading in the degree of em- 
phasis laid upon the ineffective attempts at trade-union organization in 
the “Big Union Town.” 

Unfortunately for the interest which the account stimulates, the whole 
story ends with the suddenness of a serial at 1922 for no reason unless 
it be that then it was clear that the ambition to become an industrial 
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} borrowings have been out of proportion to export balances. The drain 


to which they give rise during depression, when the flow of capital is 
interrupted, thwarts local capital accumulation and “secondary” develop- 
ment. In this respect, the large proportion of equity capital invested in 
private mining and plantation enterprise, renders the latter less of a strain 
upon the export-import economy. 

There is an authoritative interpretation of some of the problems of 
the Rand. A striking contrast appears between the highly rationalized 
mining industry, controlled by a handful of London finance houses on 
behalf of a fairly small, stable body of investors, and the locally con- 
trolled and subsidized but technically backward agricultural and home 
market industries. In the interests of the latter, it is argued, mobility of 
labor is obstructed by various rigidities. These are blamed for the low aver- 
age income per head, even in the Europeanized portion of the economy, and 
despite the present prosperity of the Rand. Professor Frankel advocates 
education of the native as a means to freer activity and opportunity for 
local enterprise. In this connection his analysis leaves as residual items 
many considerations that anthropologists and sociologists have been tre- 
cently exploring. Moreover, the compatibility of a centralized dominant 
industry with flourishing decentralized local industries seems to call for 
examination. Empirical studies in economic dynamics are, however, so 
rare as to win respectful welcome for this one. 

LELAND H. JENKS 

Wellesley College 


De la France d’avant Guerre a la France d’Aujourd’hui: Vingt-cing Ans 
d’Evolution de la Structure Economique et Social Francaise. By 
CHARLES Rist, GAETAN Pirou and Others. (Paris: Sirey. 1939. 
Pp. xxiv, 593. 80 fr.) 

This volume is the result of codperative research. According to the 
editors, the purpose of this study is to determine whether French economy 
was transformed from top to bottom within the last twenty-five years 
or whether, on the contrary, it underwent superficial and secondary modi- 
ications only, leaving its essential structure unimpaired. Independent 
studies were made of every phase of economic structure—namely, terri- 
torial, human, agricultural, industrial, commercial, business organiza- 
tion, budgetary and monetary. Other articles are devoted to wealth and 
national income, savings, cost of living, colonies and mother country, 
loreign exchange, balance of payments and finally a comparative study 
is made of France with Germany, Great Britain and the United States. 

For comparison, the years 1911 and 1936 have been taken, although 
the writers drifted away from these dates whenever the particular matter 
of their study proved expedient. Recent research was occasionally used 
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to enrich the st licate more clearly pre- and post-war cop. 
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SISTER JOSEPH MARIE VIAU 
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\snton, T. S. An eighteenth-century industrialist: Peter Stubs of Warrington, 
~ 1756-1806. (Manchester: Manchester Univ. Press. 1939. Pp. x, 156. 8s. 6d.): 


Professor Ashton has given us a small but important volume on business 
history. It is interesting to note the tendency of scholars at the University of 
Manchester in the direction of business history, while the University of Lon- 
don has been more occupied with social history, price history, and financial 
history. At Manchester, Unwin, Daniels, and Ashton have all been interested 
in the history of private business firms. 

This book illustrates the transition from the dependent phase of the whole- 
sale handicraft system of manufacture to the central workshop phase of cen- 
tralized industry. It exemplifies a final phase of mercantile capitalism and the 
rise of industrial capitalism. Starting out as a small artisan dependent on mer- 
chants or other manufacturers, Peter Stubs grew in independence and wealth 
until he was a considerable employer of outworkers and maintained a central 
workshop for the making of files. In addition, he kept an inn and was a 
brewer of ale and beer. Professor Ashton shows how these occupations were 
somewhat integrated. But the main story is how steel was bought, files were 
manufactured, and sales were made, chiefly to wholesale ironmongers of Lon- 
don and other large cities of England. 

The volume deals with the production of files, marketing, transportation, and 
the means of payment. There is a chapter on the inn and another on the Stubs 
family which has value as a part of social history. The specialty of Peter Stubs 
was a fine grade of files used in the growing industries of Lancashire, York- 
shire, and elsewhere. We miss chapters on policy, management, accounting, 
and finance. We should like to know more about the commercial framework of 
the trade, though that is not neglected. 

Peter Stubs had the advantage of operating chiefly in an upward secular 
trend and of catering to the needs of a generation hurrying to industrialize 
itself. He left behind him a reputation for making good files, considerable 
material wealth, a prosperous business, a large family, and a heap of records 
now at the University of Manchester. He is lucky in having a scholar as 
mature and judicious as Professor Ashton set forth the chief aspects of his 
business in a sympathetic and understanding way. 


N. S. B. Gras 


ATHERTON, L. E. The pioneer merchant in mid-America. Stud., vol. xiv, no. 2. 
(Columbia: Univ. of Missouri. 1939. Pp. 135. $1.25.) 


Dr. Atherton has written a brief and interesting exposition and commentary 
on the early business history of the district around St. Louis. The chapters 
deal with the pioneer merchant, the western store, wholesale markets, and 
business organization and methods. By “merchant” is meant, primarily the re- 
tailer or storekeeper. The book contains little that is new to those who have 
plowed the field even superficially. There is little analysis of individual firms, 
though the Aulls are studied partly for themselves. The opportunity is 
missed of comparing conditions in the mid-West during the period 1820-60 
with those in New England in the late seventeenth century and with those in 
Europe in the eleventh and twelfth centuries. 

This little book comes near to laying the foundation for the business history 
of the area covered, though of course studies in the history of the fur trade of 
the area have already been made. By a study of many account books, business 
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____—. Selected references on the history of agriculture in the United States. 
Bibliog. contribs., no. 26. (Washington: U. S. Dept. of Agric. 1939. Pp. 43.) 

EYRE, E., editor. European civilization: its origin and development. Vol. VII. 
The relations of Europe with non-European peoples. (New York: Oxford 
Univ. Press. 1939. Pp. vi, 1209. $6.50.) 

FLoRINSKY, M. T. Toward an understanding of the U.S. S. R.: a study in gov- 
ernment, politics and economic planning. (New York: Macmillan. 1939. Pp. 
253. $2.50. 

FRANCK, L. 4 Les étapes de l'économie fasciste italienne du corporatisme a 
l'économie de guerre. (Paris: Lib. Sociale et Econ. 1939. Pp. 281. 30 fr.) 

GoopFELLOW, D. M. Principles of economic sociology: the economics of primi- 
tive life as illustrated from the Bantu peoples of South and East Africa. (Phila- 
delphia: Blakiston’s. 1939. Pp. xx, 289. $3.50.) 

Hartow, V. The character of British imperialism. (New York: Longmans 
Green. 1939. Pp. 38. 50c.) 

Public inaugural lecture, delivered at King’s College, University of London, 
March 1, 1939. 

JOHNSON, E. A. J. An economic history of modern England. (New York: Nel- 

~ son. 1939. Pp. viii, 230.) 

Joyner, F. B. David Ames Wells, champion of free trade. (Cedar Rapids, Iowa: 

" Torch Press. 1939. Pp. 216. $2.50.) 

KAPLAN, L., compiler. Research materials in the social sciences: an annotated 
euide for graduate students. (Madison: Univ. of Wisconsin Press. 1939. Pp. 
36. 60c.) 

LiverMoRE, S. Early American land companies: their influence on corporate 
development. (New York: Commonwealth Fund. 1939. Pp. xxx, 327. 
$3.50.) 


This is the third volume of publications of the Foundation for Research 
in Legal History in the Columbia University School of Law. The editor of 
the series is Julius Goebel, professor of legal history at Columbia. The 
author of the present volume is a member of the department of economics 
at the University of Buffalo. The volume is devoted to a synthesis of busi- 
ness history and legal history. The work is scholarly, readable, and useful 
to both lawyers and historians. 

The purpose of the author is to study the rise and development of the 
corporation in America, particularly the business corporation, and to ex- 
plain the incoming of state laws which standardized and normalized such 
corporations. This emphasis on American experience is rather more justified 
than we might at first think because America was quite in the vanguard of 
the users of corporations for business purposes. 

The body of the book consists in an exposition of the history of eight 
early colonial “‘business’” companies (1645-1740), ten land companies 
formed before the Revolution, and more than ten established after the Rev- 
olution, The material used is chiefly well known, though scattered, printed 
sources; but a sizable amount of unpublished manuscripts has been read and 
some have been reproduced. The result is a highly convenient compendium 
of value to students of legal and economic history. The author has had in 
mind both the form and the functions of the many companies. 

To Professor Livermore these business corporations were ordinary unin- 
corporated companies having most of the attributes of corporations and 
claimed as a right by citizens both in ecclesiastical and business fields of 
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SaRKAR, B. K. The sociology of races, cultures and human progress: studies in 

~ the relations between Asia and Eur-America. (Calcutta: Chuckervertty, Chat- 
terjee & Co. 1939. Pp. x, 399. RS. 7.) 

sHipPEE, L. B. Canadian-American relations, 1849-1874. (New Haven: Yale 
Univ. Press for the Carnegie Endowment for Internat. Peace. 1939. Pp. xi, 
514. $3.) 

Contains several chapters on reciprocity. 

speleR, H. and KAHLER, A., editors. War in our time. (New York: Norton. 

1939. Pp. 362. $3.) 


This timely book, with its prophetic title, presents 17 studies by the mem- 
bers of the graduate faculty of the New School for Social Research, dealing 
with the social, political and economic aspects of the current state of interna- 
tional relations. With one exception, the essays tackle their dismal theme with 
commendable objectivity, and constitute a permanent contribution to our un- 
derstanding of the present world anarchy. Of particular interest to economists 
are the studies dealing with foodstuffs and raw materials (Brandt), autarchy 
(Heimann), the economic meaning of conquest (Feiler), the costs of national 
defense (Lehmann), war finance (Colm), war economics (Lederer), war ex- 
penditures and economic balance (Kahler), labor in wartime (Wunderlich), 
and enemy property in war (Littauer). 

Although no attempt can be made to deal with individual writers’ conclu- 
sions, it may be remarked that they all, from one angle or another, demonstrate 
how remote from the modern world, even in what is technically called peace, 
are assumptions based on what the nineteenth century understood by that term, 

feimann (p. 133) has a challenging thesis as to the inevitable breakdown of 
Manchester liberalism; and both Lederer (219) and Kahler (231) detect a 
restrictive or deflationary tendency in the normal workings of capitalist institu- 
tions, which demand recurrent inflationary crises of which war may be con- 
sidered one. Brandt (118) passes an unqualified adverse verdict on the at- 
tempts at economic order embodied in the international cartels; and Feiler 
(160-1) demonstrates the stimulus given to autarchy and aggression by the 
protectionism of ‘‘the others.” The writers are generally agreed that the major 
forces making for war in our time are not wholly, or mainly, economic; and 
perhaps the most fundamental approach to the problem is Brecht’s assault on 
the notion of the absolute sovereignty of nation-states. The reviewer registers a 
mournful dissent from Brecht’s “‘this is not the place to formulate the lines of a 
practical program”: that sounds altogether too much like leaving the job to 
Hitler—which is, in effect, what the democracies have done. 

WILLIAM ORTON 


HOMPSON, C. M. and JONEs, F. M. Economic development of the United 
States: a first course. (New York: Macmillan. 1939. Pp. xiii, 794. $3.50.) 

This brief textbook seems to be aimed at one-semester courses given in the 
earlier college years where students have little access to collateral readings in 
libraries. To 526 pages of text are appended 242 pages of “‘selections from 
contemporaries,” each group being fitted to a chapter and specifically referred 
to in it. The scheme has the dual advantage of cheapness and painlessness, and 
the selections of readings are not bad. 

There is a marked tendency toward categorical statements in text, tables and 
gtaphs. This may make for a “‘teachable” book, from which students can 
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master the su e minimum of effort” (preface). It depends 

upon what we t matter’ of American economic history, and 

what we mean teacher who has within his grasp far more 

than this book to do very well with it, and to avoid giving 

students an o\ nd-dried impression of a complicated subject. ( 

MELVIN M. KNnicHt 

VARGA, E. and editors. New data for V. I. Lenin's "Im. | 

perialism, the jlism.”” (New York: International Pubs. | 
1939. Pp. vil, 

This is an on of Lenin’s pamphlet written in Ziirich 
in the spring ication in Russia with some caution s0 as 
to avoid the i tsarist censors. Lenin had no time to revise 
it. Influenced 1's book on imperialism, Lenin wrote a vio- 
lent attack on lly minded capitalists. 

In the present e left side of the book is reproduced Lenin's 
pamphlet and New Data’’—an array Pr por tables 
and facts, truth of Lenin’s theory of imperialism.” 

Lenin insisted monopolies, as the result of the concentra- 
tion of produ nd fundamental law of the present stage of 
cevelo} ment 

One of the , is a Hungarian communist émigré, now in 
soviet service, t L. Mendelsohn, is a soviet economist of the 
younger gene n’s own attitude is well illustrated by his as 
sertion that | t himself ‘in a capitalist way out of the 
crisis” has stren mination of monopolies by introducing “'s 
called codes n,”’ etc. In denouncing the capitalist class 
Mendelsohn i que le roi (Lenin) himself. | 

PAUL HAENSEL 
Watts. A. P. A ivilization from ancient Greece through the 1 
Renaissance. \ Prentice-Hall. 1939. Pp. xxxvii, 786. $3.75.) 
WIEDENFELD, K ngen im Wirtschaften der Welt: die Grund 
tormen des | 2 der Gegenwart, (Berlin: Springer. 193: ¢ 
Pp. vil, 225 

p. vil, 

The author n be called a space theory of economy which ¢ 
is in alignm the development of the present economic 
changes but a lern economic and socio-ecological theories 
The volume irts; fundamental concepts of economy and 
space relation reference to transportation and communica 
tion as they de\ ; fundamental types of space-bound econi- | 
omy—natural, 1 ity-village, and mercantile, so-called “space 
independent ig’ patterns of economic life. In the latter 
part, which is nt, the author analyzes the pre-war organiza 
tion of inter war economy, and finally the economy fe- 
lated to the usraumbezogene Wirtschaftsleben.” Despite | 
their likeness stinction between mercantilism and present 
state-| ound | 

The World ; and the economic policies of the principal | 
countries what once was world economy and 
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of which nothing remains but a number of singular processes and relation- 
ships that came into being in place of the former unity. The new state space- 
bound economy is not confined to the political state boundaries but reaches 
far out, often regardless of distance and production costs, as in the case of 
Germany which, lacking raw materials and foodstuffs, tends to supplement 
these from the outside world. Thus the elements of the former world econ- 
omy have lost their effectiveness as independent forces, and new conditions 
and relations show an endless variety of characteristics of national state- 
bound economies, neighborhood economies, and primitive natural economies 
existing at the same time. 

The author, apparently an adherent of what can be designated as a school 
of historical realistic monism, contributes to the theory of the German school 
of economics by adding another concept to the time aspect of the economic 
phenomena—namely, that of space relationship. This he uses skillfully to 
the rationalization of the totalitarian state. Of particular interest is the dis- 
cussion of the entrepreneur’s function in a totalitarian economy. The work 
shows an extensive range of detail observations and an acquaintance with 
conditions in all parts of the world. The emphasis is upon exchange and com- 
munications, in which field the author is a specialist of long standing. Per- 
haps for this reason Dr. Wiedenfeld confines his analysis chiefly to the 
exchange aspects of the space relations, omitting from the picture the wider 
cultural, psychological, and sociological aspects of totalitarianism. He touches 
upon some of these manifestations only indirectly and incidentally without 
expressed attention to the ideologies of the mass movements. Besides being 
a piece of masterful economic analysis this work is a real contribution to 
the present-day theory of international economic relations. 

Jacos Horak 


YosuPe, H. B. The disposition of loyalist estates in the southern district of the 
state of New York. Stud. in hist., econ., and public law, no. 458. (New York: 
Columbia Univ. Press. 1939. Pp. 226. $2.75.) 

Results of the Second Five-Year Plan and the project of the Third Five-Year 
Plan. Mem. no. 12. (Birmingham: Birmingham Bur. of Res. on Russian Econ. 
Conditions. 1939. Pp. 20.) 


Sixth report on progress in Manchuria to 1939. (New York and Dairen: South 
Manchuria Ry. Co. 1939. Pp. vi, 236.) 
Statistical year-book of the League of Nations, 1938/39. (Geneva: League of 


Nations. New York: Columbia Univ. Press. 1939. Pp. 330. $2.50.) 
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Wool and the Wool Trade. By ALSTON Hitt Garside. (New York: 
Stokes. 1939. Pp. xv, 331. $2.50.) 

‘he author of this book through his newspaper and banking connec- 
tions prior to his association with the New York Cotton Exchange and 
later as economist of its related Wool Top Exchange, qualifies as one 
speaking with authority. His acquaintance with members of the textile 
industry is extended and he has consulted them freely in the preparation 
of this work which follows his Cotton Goes to Market. 
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Wool and tl fulfills the purpose of the author “to 
describe the apy trade of the United States, particularly from 
the standpoint of t le uses the New York Wool Top Exchange.” 
Even to those e experts in their particular branches of the 
wool industry a nking, importing and packing, the book 
offers useful inf [f the numerous examples were all tabulated 
—as they are in o1 nstances—the book might serve as a refer. 
ence book to | The study, however, is exceedingly well 
put together. 

The text is well planned collegiate lecture course. 
although writte ¢ businessmen interested in the handling 
and merchandi nd wool manufactures. About one-third 
of the book is de se description of the production, merchan- 
dising and manu parel wool, that is, the wool principally used 
in garments, bla: pholstery fabrics. Carpet wools are mentioned 
but not in detai ses of wool manufacture through the produc- 
tion of top—th t of wool in commerce—are outlined more 
minutely than t f yarns and cloth, since top is the item of 
exchange in the ket 

A chapter is he New York Wool Top Exchange and another 
to those in Ant Roubaix-Tourcoing. Besides reviewing the prin- 
ciples of hedgis ; and basis factors in wool and tops, four 
chapters are dev f the wool top futures market by growers, 
dealers, import kers and manufacturers. How the futures 
market protects licated and the closing chapter gives gen- 
eral observatiot wool top futures. 

In 1931, al 1 with general lack of support by the wool 
trade and eve the part of some, the New York Wool 
Top Exchange 1 as an adjunct to the New York Cotton 
Exchange. Sinc tion, use of the exchange has increased and 
Mr. Garside in who still lack sympathy for this trade factor to 
believe that tl prophesied in the beginning, if they have 
arisen, have be rily met 

The success ; market presupposes breadth and when the 
matter of a w res market was presented to the wool trade in 
1930 it was n roponents that such a market would be in- 
adequate until tl blic used it. Mr. Garside maintains that now 
there is breadt 

However, h hat the amount of wool included in the transac- 
tions of 1937 totaled respectively the equivalent of one-third 
and two-thirds of tic shorn wool clip is not in itself a convincing 
measure of it he wool of any transaction may pass from 
hedger to hed; times as any portion of the domestic woo! 
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lip may likewise enter many sales and produce a corresponding larger 
but unknown equivalent. 

A study of this volume will certainly give a clearer understanding of 
the operation and use of the wool top futures market and may lead more 
members of the industry as well as the general public to use it intelligently 
and enjoy the benefits of this trade factor which are so well indicated by 
Mr. Garside. 

WALTER HUMPHREYS 

National Association of Wool Manufacturers 


The Wheat Economy. By G. E. BRITNELL. Canadian Institute of Inter- 
national Affairs, pol. econ. ser., no. 4. (Toronto: Univ. of Toronto 
Press. 1939. Pp. xvi, 259. $2.50.) 

This is an excellent book. It is a credit to the author, the editor (H. A. 
Innis) of the series who contributes a helpful preface, the sponsoring 
Canadian institute, and the Institute of Pacific Relations, which planned 
the international research program to which it makes a significant con- 
tribution. It deserves a wider reading than it is likely to get outside of 
the Dominion itself. 

As the brief title fails to reveal, the book treats of Saskatchewan. By no 
means the only ‘‘wheat economy” the world knows or has known, that 
central Prairie Province is today the purest example of a wheat economy 
extending over a large area with clearly defined political boundaries. 
The province is overwhelmingly agricultural, wheat is by all odds its 
leading crop and surplus product, and most of its other production and 
trade are auxiliary to wheat growing or concerned with supplying wheat 
growers. Its income ‘“‘depends fundamentally on the volume, price, and, 
to a less degree, the grade of its export staple, wheat, and is extremely 
variable” (p. 69). “On the prairie plains wheat commonly accounts for 
90 per cent of all cash receipts’ (p. 71, footnote). “The dominant posi- 
tion of wheat . . . determines the standard of living of the great ma- 
jority of Saskatchewan farmers” (p. 150). Though remote from the 
wheat-consuming areas of Europe and the Orient, Saskatchewan is there- 
fore profoundly affected by the world wheat situation as a whole. 

The book treats primarily of the two post-war decades, with special 
reference to the tragic period since 1929, when drought and depressed 
wheat prices have combined to wreak great havoc. The special focus is 
on the standard of living of the people, but the discussion adequately 
covers the underlying geographical, historical, and politico-economic con- 
ditions. Though a political scientist, the author has rightly refused to be 
bound by the limitations of any particular discipline. 

_ The work rests upon and provides a welcome guide to an extended 

uterature that has issued from the post-war researches of Canadians and 


ber 
“to 
om 
the 
ted 
fer- 
vell 
ling 
an- 
sed 
ned 
luc- 
nore 
of 
ther 
rin- 
four 
ers, 
ures 
gen- 
|| 
|_| 


838 ! 2d New Books [ December 


some others: but ; effectively sought unpublished data and 
other informati zive an adequate, illuminating, up-to-date 
picture. It is well o |, written with clarity and conciseness of state. 
ment, and interestit than heavy or light. 

“The geogray rround”’ and basis of the wheat economy 
are clearly depic ning chapter. The second deals with two 
prime factors in tl tical background, “Railways and population.” 
The third descril tributing structure” or commercial organiza 
tion of the post 1, with special reference to trends and tend- 
encies since 193 hes on the relatively insignificant secondary 
industries, whicl t wholly concerned with processing agricul: 
tural products o1 turing or assembling products used in an agri- 
cultural communit pter on ““The wheat economy” is more or 
less historical thr but it conveys a good understanding of present- 
day farming in t ncluding with a discussion of the hazards 
of wheat produ 

The heart of in the next three chapters. Chapter 5, on 
“Income and ex ts forth the details of the post-war farm in- 
come, gross and nd during the years of disaster, the farm 
debt situation a1 taken to deal with it, and various farm relief 
activities, official il. Chapter 6 treats of ‘Provincial and munici- 
pal institutions” | | during the Great Depression, revealing it 
grave impact on | services of many types, the telephone system, 
even highways roads, and medical, health, and social welfare 
services. Chapte length, in masterly fashion, with the “Stand- 
ards of living” luring the same period. 

The author mself in the main with history, description, 
analysis, and inte! Even in the final chapter, in which “Rehabili- 
tation” efforts < ry limited degree of success or promise are 
covered, advice ription are almost wholly lacking. Manifold 
problems emerg realities are laid bare, but no solution is of: 
fered. In the r inion this choice was wise. As it stands, the 
book constitute balanced unit. It provides an invaluable basis for 
attack upon pro f policy by those specially fitted for that task— 
perhaps even | r himself in a new guise of social engineer, 
relieved of the f working out a painstakingly accurate discussion 
of a complex 

For readers ht about Saskatchewan as such, or about 
wheat and its herever they are, this volume deserves high 
rank as an examp! type of regional study of which many more 
are needed. For erned with major farm problms in many types 
of areas for wi parable integration of studies is available, the 
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book should be of value, direct and indirect. To those concerned with the 
standard of living of large regional groups, especially rural, it is to be 
highly commended for its skillful blend of data, concrete information, and 
interpretation. Even the “general” economist, to whom practically none 
of it is directly addressed, will profit from reading it. 
JosePH S. Davis 
Food Research Institute 
Stanford University 


Economics of Peasant Farming. By DOREEN WARRINER. (New York: 
Oxford Univ. Press. 1939. Pp. 208. $4.25.) 

The title of this volume is somewhat misleading, since the treatment 
is almost exclusively of peasant farming in eastern Europe, in that con- 
nection developing certain contrasts with the situation in the more indus- 
trialized western Europe. One chapter of 26 pages is devoted to an 
appraisal of the Russian collectivistic approach to the reconstruction of 
its agriculture as a possible method of improvement in the eastern Euro- 
pean countries, the conclusion with regard to which is that it is in gen- 
eral inapplicable since conditions are so markedly different in these 
comparatively small, densely settled nations. 

The book has unusual timeliness and significance because it recounts 
in vivid detail the almost tragic situation in which agriculture finds tself 
in large areas of Poland, Czechoslovakia, Hungary, Bulgaria, Rumania, 
countries now so beset by the plots and counterplots of the axis powers, 
and their agricultures characterized in the main by pitifully meager 
capital accumulations, dwindled and shifting foreign markets, high costs 
f production in relation to prevailing prices, dwarfed size of farming 
units, and the resulting condition that over wide stretches there is offered 
now and in future prospect little more than near-starvation levels of liv- 
ing. Population pressure in such areas is intense, and the alternative of a 
greater industrialization to employ the surplus farm people seems out 
of the picture because the capital is lacking. Migration would afford re- 
lief, but where is there to migrate? 

This state of affairs is one which makes the economic basis of rap- 
prochement with Germany perhaps more logical than one would at first 
surmise—under such a relationship these surplus agricultural communities 
might find a market for their agricultural output in exchange for needed 
manufactured commodities. While admitting the possibility of such a 
solution, the author concludes that “Nazism could only include eastern 
Europe in the German economic system on a footing of dependence: 
agriculture would turn over to cultivation of industrial raw materials, 
which can be produced cheaper elsewhere. . . . What the peasant states 
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the use of fairly detailed, separate tables of contents at the head of each 
chapter. 


O. B. JESNESS 


Bercaw, L. O., compiler. Price fixing by government in the United States, 
1926-1939: a selected list of references on direct price fixing of agricultural 
products by the federal and state governments. Agric. econ. bibliog. no. 79. 
(Washington: Bur. of Agric. Econ. 1939. Pp. vii, 214.) 

BLUMER, H. An appraisal of Thomas and Znaniecki’s The Polish Peasant in 
Europe and America, with statements by William I. Thomas and Florian 
Znaniecki, a panel discussion, and summary and analysis by Read Bain. (New 
York: Social Science Res. Council. 1939. Pp. xvii, 210.) 

Brown, A. A. and DONLEY, J. E. Product-costs of milk to dealers in the Spring- 
field area, 1935. Bull. no. 365. (Amherst: Mass. Agric. Exp. Station. 1939. 
Pp. 28. 

Pian 4 C. Saggi di economia rurale, (Turin: Einaudi. 1939. Pp. 338. L.20.) 

CLarK, F. L. G. and Titmuss, R. M. Our food problem: a study of national 
security. (New York: Penguin Books. 1939. Pp. 184. 25c.) 

Eowarps, E. E, References on agriculture in the life of the nation. Bibliog. con- 

tribs. no. 34. (Washington: U. S. Dept. of Agric. 1939. Pp. 73.) 

—__———. References on American colonial agriculture. Bibliog. contribs. 
no. 33. (Washington: U. S. Dept. of Agric. 1938. Pp. v, 101.) 

FARNSWORTH, H. C. and WorKING, H. World wheat survey and outlook, Sep- 
tember, 1939. Wheat studies, vol. xvi, no. 1. (Stanford University, Calif.: Food 
Research Inst. 1939. Pp. 1-38. 75c.) 

FAULKS, E. B. Forest resources of the northern coastal plain of South Carolina: a 
progress report. Forest survey release no. 1. (Asheville: Appalachian Forest 
Exp. Station. 1939. Pp. 30.) 

GARRIGOU-LAGRANGE, A. Production agricole et économie rurale. (Paris: Lib. 
Gén. de Droit et de Jurisprudence. 1939. Pp. 211. 40 fr.) 


An elementary survey of contemporary agricultural economics, largely de- 
scriptive of French agriculture, with particular reference to types of farm 
enterprise, and methods of using land, labor, capital, and credit, and with 
sections on price and on agricultural or of various nations. Break-up of 
large holdings in Central Europe, establishment of collectives in Russia, col- 
lective bargaining, and seasonal labor migration in France are discussed briefly. 

PAUL S. TAYLOR 


HAAVELMO, T. A dynamic study of pig production in Denmark. Stud. no. 4. 
(Copenhagen: Inst. of Econ., Univ. of Aarhus. 1939. Pp. 48. Dan. Cr. 2.) 

Hate, W. J. Farmward march: chemurgy takes command. (New York: 
Coward-McCann. Pp. 233. $2.) 

Hicks, W. T. Forest resources of the Piedmont region of South Carolina: a 
progress report. Forest survey release no. 2. (Asheville: Appalachian Forest 
Exp. Station. 1939. Pp. iii, 31.) 

Hitt, G. W. and SmitH, R. A. Rural relief trends in Wisconsin from 1934 
10 1937, (Madison: Univ. of Wisconsin Press. 1939. Pp. 57. $1.) 

This monograph is based on “a series of studies conducted in a sample 
group of Wisconsin counties selected to represent the relief situation in the 
tural areas of the entire state” and covers the period 1934-1937. In addition 
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silk is to Japan, wool is to Australia” (page 145). Other major industries 
involving land use, such as the production of wheat, dairy products, meats 
and the like, are discussed. Attention also is given to irrigation, forestry and 


settlement. A concluding chapter reviews the effects of world trends upon 
land use in Australia. 

Students of land utilization in the United States will find that a number 
of the observations made by the authors regarding Australia have their 
counterparts in experiences and problems relating to land use in this country. 
The conflict of interest between lines dependent upon export markets, such 
as wool growing, and the policy of protection to certain other lines is made 
clear. The discussion of irrigation suggests that Australia has had experiences 
similar to those of the United States in that economic justification has not 
always received due consideration. The statement that “too often in the past, 
policies of land settlement have been largely influenced by political expediency” 


(page 331) suggests another parallel. This book is well worth reading not 
only by students of land use but by anyone desiring to obtain a clear-cut 
picture of the development and problems of Australia. 


O. B. JESNESS 


WeLk, W. G. A desirable foreign trade policy for American agriculture. Aquin 
papers no. 4. (St. Paul: College of St. Thomas. 1939. Pp. 20. 25c.) 

Watney, C. What price milk? (New York: Caroline Whitney Memorial 
Fund. 1939. Pp. 79. 10c.) 


Minerals yearbook, 1939. (Washington: Supt. Docs. 1939. Pp. x, 1437. $2.) 


land. U. S. Dept. of Agric. misc. pub. no, 351. (Washington: Supt. Docs. 
1939. Pp. 74. 15c.) 
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The Structure of Manufacturing Production: A Cross-Section View. By 
CuHarLes A. Buss. (New York: Nat. Bureau of Econ. Research. 
1939. Pp. xvii, 231. $2.50.) 

The structural characteristics of the manufacturing process in the 
United States are analyzed for 1929, a year selected as having “‘bench- 
mark” significance. Although other sources of data are used, the findings 
are based largely upon information provided by the Census of Manufac- 
tures. A careful and judicious use of the census material typifies the 
report, and it is likely that any possible shortcomings of these data are 
minimized through their classification by broad industry groupings. Divi- 
sion and classification of the census data, according to different attributes 
of the manufactured products, account for a large part of the study. The 
findings are, of course, descriptive of the complete groups rather than of 
the individual industries that comprise them. 

Two major aspects of the manufacturing process are emphasized by 
the presentation. First, is the analysis of the kinds of goods produced in 
1929 and the distribution of total productive resources required for their 
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America Reborn: A Plan for Decentralization of Industry. By RALPH L. 
Woops. (New York: Longmans Green. 1939. Pp. vii, 376. $3.00.) 
The author, a traffic expert, tracing economic waste and social ills to the 
concentration of manufacturing industry in overgrown factories, in over- 
erown cities, and in the northeastern section of the United States, urges 
economic and social reforms which will bring about a wholesale realloca- 
tion of industries and, through industrial decentralization, achieve a rebirth 
of America. In the author’s opinion the industrial map of the United States 
is the result not so much of the more or less spontaneous interplay of 
geographical facts and historical events, on one side, and of economic and 
social forces born of the needs of a growing nation and alternately weak- 
ened and strengthened by the ambitions and selfish aims of business and 
political leaders, on the other, but rather the product of deliberate and often 
wicked interference on the part of fools and knaves with these forces and 
interactions. 

One does not have to be an crthodox /aissez-faire economist, blessed 
with a blind faith in predestined salvation through equilibrium and perfect 
competition, to realize that the author under-estimates the irresistible pres- 
sure exerted on the map maker by elemental forces of history and basic 
facts of geography. In the reviewer's opinion, the historical forces that 
pushed and pulled millions of Europeans into the northeastern section of 
the United States were too strong and the simple facts of coal and iron 
geography too basic to allow as much leeway to the machinations of mis- 
guided capitalists and politicians as the author implies. Dishonest railroad 
rates, monopolistic abuses, political chicanery, and similar interferences 
undoubtedly affected the industrial development of the country but they 
were not its chief determinants. If this interpretation of history is correct, 
the author's thesis that social and economic reform can radically alter the 
map is open to serious doubt. 

In speaking of industrial decentralization the author really deals not with 
one problem but with at least three—namely, with the problems of optimum 
factory size, optimum city size and optimum regional population density. 
While all three problems may be considered manifestations of the same 
evil—the author calls it giantism; the economist would be inclined to speak 
of the law of diminishing returns—they are nevertheless so different in 
their causation and behavior that neither diagnosis nor cure are rendered 
easier by blanket analysis and the prescription of cure-alls. The determina- 
tion of optimum plant size and of optimum plant location are problems 
for the engineer, the traffic man, the managerial expert, and the student of 
Ptivate enterprise economics. This does not mean that these experts should 
‘gnore social implications. The problem of metropolitan congestion—indus- 
trial and otherwise—concerns a different group of experts, a group who take 


1939] Manufacturing Industries 847 


ef 
fe- 
he 
d 
of 
fa- 
ial 
tics 
Iso 
zed 
de- 
nu- 
ing 
the 
to 
its 
uc: 
ion 
of 
ter 
on- 
of 
also 
ilar 
ral, 
uc: 
or 
ries 
hip, 
een 
to 
of 
ma- 
in- 
R 


846 


a broader view a 


implications. 


The problem 
the United State 


different nature 
a population de 


that found in si 
far more adequ: 
determine defin 
is over or under 


lower or raise t 


the advocacy of 
becomes a matte 


lose sight of tl 
accompanied 
The author's 
problems of i 
acquaintance v 
which is of rat 
such names as 
W. H. Mitchel 
writers in this 
decentralizatic 
diffusion, etc. 
tifically with tl 
Similarly, th 
reasonably hot 
One cannot, 
widely in theit 
terials, others 
can migrate t 
heavy industt 


of almost orga: 


forces that set 
industry to ch¢ 
nition of these 
development 
Ohio, Illinoi 
most potent s 
nized by the 


centralizatior 


University 


and New Books | Decembe, 


r stress on social, and perhaps even on politica} 


ncentration in the northeastern section of 

reviewer appears to be one of an entirely 

lustrialized section of the United States has 

1 150 per square mile which is much below 

lized areas of Europe. In the absence of dat, 

available today, it would seem impossible to 

r the northeastern portion of the United State 

| whether, therefore, loss of industry would 

id of the region. Under these circumstances 

| indiscriminate decentralization of industry 

t responsibility. One should not, moreover, 

large-scale removal of industry is bound to be 
nsive disinvestment. 

\gnize the sharp difference between the various 

ntration may, in part, be due to insufficient 

literature of industrial location much of 

In his bibliography one looks in vain for 

E. M. Hoover, Carter Goodrich, L. C. Sorrell, 


B. Creamer, to mention only the more widely known 


; economic literature the unwieldy concept of 


such subdivisions it is difficult to cope scien: 

f industrial location. 
ept of industry needs to be broken down into 
There is no such thing as industry as such 
neralize about industry. For industries differ 
kes and dislikes. Some are bound to raw m: 
rials, others again are relatively foot-loose and 
| labor. There are strong forces that hold the 
rt of satellites, forming a huge conglomeration 
rdependence, in the northeast, and equally strong 


ile industry to cheap labor or the electro-chemial 


But they are entirely different forces. The recog 
; vital to a sound and scientific study of industrial 
is likely to reveal that the coal of Pennsylvania 

West Virginia and Virginia continues to be the 

in industrial location, a fact inadequately recog: 

that is the case the possibilities of industrial de 
too limited to give us an America Reborn. 
EricH W. ZIMMERMANN 


Ci 


G: 


A 

H 
to suburbanization, ruralization, migration, Ki 
M: 
Ti 
TI 

VI 
W 
I 
Ws 
Ay 


ical, 


of 
itely 
has 
elow 
data 
le to 
tates 
ould 
ances 
ustty 
over, 
to be 


rious 
icient 
ch of 
n for 
yrrell, 
nown 
opt of 
‘ation, 
scien: 


n into 
; such 
differ 
W m2 
se and 
Id the 
eration 
strong 
yemnical 
recog: 
Justrial 
|vania, 
be the 
rial de 


orn. 
ANN 


1939] Manufacturing Industries 847 


NEW BOOKS 


ArcHEer, G L. Big business and radio. (New York: Am. Historical Co. 1939. 
Pp. 509. $4.) 

Pi P. W. Rubber industry of the United States, 1839-1939. Trade promo- 
tion ser. no. 197. (Washington: Supt. Docs. 1939. Pp. vi, 42. 10c.) 

BARNWELL, M. G. Faces we see. (Gastonia, N.C.: Southern Combed Yarn 
Spinners Assoc. 1939. Pp. 112. $3.) 

Book of photographs, illustrating cotton-mill life in the South. 

BiRGFELD, C. E. Fruit canners of the world. Trade promotion ser., no. 202. 
(Washington: Supt. Docs. 1939. Pp. iv, 29. 10c.) 

CLark, S. D. The Canadian Manufacturers’ Association: a study in collective 
bargaining and political pressure. (Toronto: Univ. of Toronto Press. 1939. 
Pp. xiii, 107. $2.) 

CoNcANNON, C. C. and Swirt, A. H. World chemical developments in 1938. 
Trade promotion ser. no. 195. (Washington: Supt. Docs. 1939. Pp. vii, 
205. 25c.) 

Ganpul, M. P. The Indian sugar industry—( protection) supplement, 1939. 
(Calcutta: Gandhi. 1939. Pp. 36.) 

Extract from the review of the Indian sugar industry (1938) annual by 
Indian Finance, Calcutta. 

HaNDSAKER, M. The Chicago cleaning and dyeing industry, a case study in 
“controlled” competition. (Chicago: Univ. of Chicago Libraries, private ed. 
1939. Pp. iv, 66.) 

KirssLinG, O. E., and others. Technology, employment, and output per man 
in petroleum and natural-gas production. Rep. no. E-10. (Philadelphia: 
WPA, Nat. Res. Project. 1939. Pp. xxvi, 346.) 

Koepke, C. A. and WoAL, S. T. Changes in machinery and job requirements 
in Minnesota manufacturing, 1931-36: a second survey of production work 
in plants of the Minneapolis-St. Paul area. Rep. no. L-6. (Philadelphia: 
WPA, Nat. Res. Project. 1939. Pp. xi, 62.) 

MacporF, H., SteGEL, I. H. and Davis, M. B. Production, employment, and 
productivity in 59 manufacturing industries, 1919-36; with an appendix on 
the electric light and power and telephone industries. Rep. no. S-1. (Phila- 
delphia: WPA, Nat. Res. Project. 1939. Pp. xvii, 82; xiii, 230; xv, 163.) 

TIGERSCHIOLD, M. Swedish steel throughout the centuries. (New York: Royal 
Swedish Commission, N. Y. World’s Fair. 1939. Pp. 20. 15c.) 

TRUPPNER, W. C. and Nemir, A. S. Confectionery production and distribution, 
1938. Dom. commerce ser. no. 108. (Washington: Supt. Docs. 1939. Pp. viii, 
48. 10c.) 

VAN TASSEL, A. J. and BLUESTONE, D. W. Mechanization in the brick industry. 
Rep. no. M-2. (Philadelphia: WPA, Nat. Research Project. 1939. Pp. xii, 83.) 

Vito, F. I sindacati industriali: consorzii e gruppi. 3rd ed. (Milan: Giuffré. 
1939. Pp. vii, 195. L. 25.) 

Weintraus, D. Effects of current and prospective technological developments 
upon capital formation. Rep. no. G-4, (Philadelphia: WPA, Nat. Research 
Project. 1939. Pp. 22.) 

WricHt, C. W. The iron and steel industries of Europe. Econ. paper 19. 
(Washington: Supt. Docs. 1939. Pp. vi, 97. 20c.) 


Automobile facts and figures. 21st ed. (New York: Automobile Manuf. Assoc. 
1939. Pp. 96.) 
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Final report on 11 production and the Import Duties act Inquiry fl 
1935. Part Il i steel trades; the engineering, shipbuilding and cl 
vehicles trade 1s metals trades. (London: H. M. Stationery a 
Office. New Y Lib. of Information. 1939. Pp. xviii, 553. $2.25.) 
Industrial change it opportunity—a selected bibliography, Rep 
no. G-5. (Phi WPA, Nat. Research Project. 1939. Pp. xv, 254.) n 
Selected informa acturers of automobile parts and accessories re gis. tl 
tered under tl inge act of 1934 at June, 1938. Industry 43, a 
rep. no. 18. securities and Exchange Commission. 1939, T 
Pp. v, 159.) 
Selected inforn , bicture producers and distributors registered a 
under the Se: ict of 1934 at June 30, 1938. (New York: 5 
Securities and ission. 1939. Pp. v, 64.) tc 
Transportation and Communication : 
NEW BOOKS d 
ALY, B., editor ilroads. 13th annual debate handbook, 1939-40, ; 
Vols. I and II Mo.: Lucas Bros. 1939. Pp. 220; 220.) " 
BRYAN, L. A. | ter transportation. (New York: Ronald. 1939 . 
Pp. xv, 429 
“The emph ume is upon the business aspects of ocean and 
inland waterw 1. About one-third of the book is devoted to ” 
organization at ion. More than conventional emphasis is placed im 
upon the wate In addition to the commercial aspects of the subject, % 
some of the | the merchant marine as an aid to national defense e 
are discussed. | ire numerous statistical tables, maps, and forms 7 
to aid in sun explain in graphic form the text material.’ ' 
The volume is textbook, with bibliographies and questions for ‘ 
discussion. 
BUEHLER, E. ( nment ownership of railroads: annual debater 
help book. V York: Noble and Noble. 1939. Pp. 397. $2.) 
CUNNINGHAM, WV nt railroad crisis. (Philadelphia: Univ. of 
Pennsylvania Pp. x, 84. $1.) LAN 
Lectures gis ispices of the Edward Eugene Loomis Founda- L 
tion of Lafays Chapters cover the earlier history of railroads, $ 
railroads unde Deal, and se Sap transportation legislation. 
Fritcu, L. C. T/ railroads. (Pasadena: Author, 2265 E. Orange of 
Grove Ave. 1 $1.) W 
GRANDIN, T. 7 f the radio. Geneva stud. vol. x, no. 3 ol 
(Geneva: Ge rch Centre. 1939. Pp. 116. 1.75 fr. Sw.) . th 
KOOPMANS, T rates and tankship building: an analysis 0} th 
cyclical flucts (Haarlem: Netherlands Econ. Inst. London ve 
P. S. King. 
The phen ment of the world oil tanker trade since 1886, if 
when the first t launched, has provided a field well worthy o! li 
thorough inve r. Koopmans has made a noteworthy contribution if 
to the subject, h fectively combined pure theory with a wealth oi p 
statistics in at t haracter of, and the factors responsible for, 
850 Reviews and New Books [ December 7 
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fuctuations in tanker freight rates and in tanker construction. The study 
and covers the period 1921-1936 inclusive, is replete with charts and diagrams, 
and contains an excellent summary. 


) Until the formation of the Tanker Pool in May, 1934, tanker freight rates, 
‘ Dr. Koopmans holds, could for practical purposes be regarded as deter- 
4 mined in a market characterized by pure competition on both sides. He shows 
a that before 1934 wide fluctuations in tanker rates during periods of prosperity 
“ alternated with “remarkable stability” in rates during periods of depression. 
139, The erratic behavior of rates during prosperous periods (7.¢., periods of full 

. employment of the world tanker fleet) is attributed to the extreme inelasticity 
wed at such times of both the demand for, and the supply of, tanker freight 


ork space. In the era before the Pool, this inelasticity of supply would give way 
to extreme elasticity when a drop in demand left part of the tanker fleet 
idle. Because of the virtually horizontal supply curve at such times, deliveries 
of new tankers and changes in demand for tanker space tended to lose almost 
all their influence on freight rates. Hence the very stable rates during 
depression periods. 

Dr. Koopmans shows that the freight-rate cycle before 1934 was related 


40. to a cycle in tanker construction. A high level in rates would lead to ex- 
, cessive orders for new tankers; the latter, when completed about a year 
939 later, would inevitably depress rates, stopping further orders of ships. Later, 
when the continued growth in the world oil trade had rendered existing 
_ tanker facilities inadequate, rates would rise and the cycle would be repeated. 
d to These characteristics of the tanker market have been somewhat modified by 
aced the action of the Tanker Pool (International Tanker Owners Association), 
ect, which since 1934 has affected the level of freight rates by distributing allow- 
lense ances for the laying-up of tankers. The Pool has achieved considerable success 
re in coping with problems arising out of partial employment of the tanker flect. 
ial. However, Dr. Koopmans has not carried his investigation far enough beyond 
$ for 1934 to warrant extensive generalization concerning developments in the last 
five years. 
ater § 
RANDALL HINSHAW 
of 
LaNE, W. J. From Indian trail to iron horse: travel and transportation in New 
inda- Jersey, 1620-1860. (Princeton: Princeton Univ. Press. 1939. Pp. xviii, 437. 
oads, $3.75.) 
This is the first volume to appear in a great undertaking of the department 
range of history of Princeton University to write a history of New Jersey which 
will require a score of volumes to complete. The study covers the evolution 
0. 3 of transportation—turnpikes, stagecoaches, steamboats, canals, railroads; 
. the experiences of travel from the days of the colonial highways to those of 
is Of the railroad; the interaction of transportation and economic and social de- 
ndon: velopment; the relations of railroads and canals to the politics of the time. 
Because of the geographical location and the historical and economic 
1886, importance of this area, perhaps all the significant aspects of early American 
hy of life can be found there, hence the work is of wider than purely New Jersey 
yution interest. This is an attractive volume, illustrated with reproductions of old 
th of prints and maps, well and popularly written, and adequately documented. 
e for, H. F. R. SHAw 
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Lone, W. R abroad: recent outstanding measures, trend; 
and develop» tion ser. no. 196. (Washington: Supt. Docs 
1939. Pp. v 

SMITH, E. P., United States government own and operate 
the railroad r, Maine: Turner Center Debate Bur. 1939 
Pp. 284. $2 

SUMMERS, H. |} R. E., compilers. The railroad problem, wit 
reference te rship. Ref. shelf vol. xiii, no. 2. (New York: 
Wilson. 19 

VAN METRE, 7 ion in the United States. (Chicago: Founda. 
tion Press. 1 

This book imarily for use as a textbook in the beginning 
course in t [he emphasis is upon railroad transportation, 
especially in | aspects, though some attention is also given 
to other for 

If the book need, it will be principally because it presents 
within com ompass a clear account of the transportation 
situation. | rtation text of about 800 pages is too long 
to suit some y may welcome this work of 400 pages, despite 
the fact that ; necessarily sketchy. Thus there is practically no 
mention of r problem; only three pages are devoted to 
government he railroads during the war, and to government 
ownership sage to pipe-line transportation. Though there ar 
selected read f each chapter, there is very little documentation. 
There is non first half of the book, and in the whole book 
there are on none of which (with one exception) contains 
a citation of 

The most r is the final one dealing with the transportation 
problem. In thor severely criticizes railroad management 
which he fi n imagination, in foresight, and in enterprise.” 
Though po n legal, “there is not a single instance of its 
use as a mM ng greater operating economy.” Though railroad 
managers | ! tight to make voluntary consolidations, ‘there 
is not the s that they have ever given serious attention to 
the creation ;, either voluntary or otherwise, which would 
lead to the luplicate service and duplicate facilities. . . . All 
suggestions rce derived, for the adoption of more economi- 
cal methods ve usually been disregarded.” The author adi 
cates, and a ipates, a change of heart, however, on the part of 
railroad m vors a continuation of private ownership and 
operation. | tion to government ownership and operation 
is that the ld probably be subject to constant political inter 
ference, an nsportation service would not be provided at 0 


low a cost 
ELIoT JONES 


Freight-rate di rings. 76th Cong., 1st sess., Senate Committee 

on Interstat Washington: Supt. Docs. 1939. Pp. 623. 75¢ 
Hearings ary 27 to March 8, 1939. 

The highway) le and the community: a study revealing how 
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munities and help railroads to abandon unprofitable lines. (Washington: 
Nat. Highway Users Conference. 1938. Pp. 80.) 

Hichway transportation re-makes America. (Washington: Nat. Highway Users 
Conference. 1939. ‘4 32.) 

Investigation of railroads, holding companies and affiliated companies. Parts 7-19. 
(Washington: Supt. Docs. 1938; 1939. Pp. 2269-8567.) 

These cover the hearings from May 6, 1937-February 18, 1938. 

Investigation of railroads, holding companies and affiliated companies: addi- 
tional report. Rep. no. 25, parts 1-6. (Washington: Supt. Docs. 1939. Pp. 25; 
$2; 13; 16; 25; 78.) 

Private ownership and operation versus government ownership and operation 
t yailroads in the United States. (Washington: Assoc. of American Rail- 
roads. 1939. Pp. 64.) 

Railroads in crisis: a program for re-employment, rehabilitation and government 
ownership. (New York: Internat. Pubs. 1939. Pp. 48.) 

Transportation act of 1939: hearings. 76th Cong., 1st sess. (Washington: Supt. 
Docs. 1939. Pp. 940. $1.) 
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BAUDHUIN, F. New trends in world trade and commercial policy. Doc. no. 2. 
(Copenhagen: Internat. Chamber of Commerce. 1939. Pp. 7.) 

BiwELL, P. W. The invisible tariff: a study of the control of imports into the 
United States. (New York: Council on Foreign Relations. 1939. Pp. ix, 286. 
2.50. 

ca C. C. and CHAPMAN, E. A. Foreign markets for American medic- 
inal products, Trade promotion ser. no. 193. (Washington: Supt. Docs, 1939. 
Pp. iv, 108. 15c.) 

Evuis, L. E. Reciprocity, 1911: a study in Canadian-American relations. (New 
Haven: Yale Univ. Press. 1939. Pp. x, 207. $2.50.) 

VAN GELDEREN, J. The recent pik Pte of economic foreign policy in the 
Netherlands East Indies. Pubs. of the Grad. Inst. of Internat. Stud., Geneva, 
no. 20. (New York: Longmans Green. 1939. Pp. 90. $2.) 

Chapters on import problems, regulation x production and exports, and 
treatment of foreigners and foreign capital. 

HayNes, B. P. and SmitH, G. R. Consumer market data handbook: 1939 edition. 
Dom. commerce ser. no. 102. (Washington: Supt. Docs. 1939. Pe: 485. $1.75.) 

Heuser, H. Control of international trade, (Philadelphia: Blakiston’s. 1939. 
Pp. x, 282. $3.50.) 

JEROME, E. The problem of the Constitution. (New York: Longmans Green. 
1939. Pp. ix, 224. $2.50.) 

Contains a chapter on the power to regulate commerce (pp. 126-159). 

Marry, A. Oversea travel and travel expenditures in the balance of international 
payments of the United States, 1919-38. Econ. ser. no. 4. (Washington: Supt. 
Docs. 1939. Pp. vi, 95. 15c.) 

MINOLETTI, B. | porti franchi. (Turin: Einaudi. 1939. Pp. 199. L. 15.) 

Moser, C. K. The United States in India’s trade. Trade promotion ser. no. 200. 
(Washington: Supt. Docs. 1939. Pp. vi, 93. 20c.) 
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uences of import quotas. Doc. no. 4, translation 
Commerce. 1939. Pp. 20.) 
in Commercial treaty of 1734. (New Haven: 
337. $3.) 
unique distinction of bringing together both 
sources. Previous studies have been limited to 
nguage, so that only a good linguist could 
material. Mr. Reading has rendered western 
service, for most of the Russian material has 
| by historians of the western nations. 
eived. Trade relations between England and 
gal, political, and commercial problems from 
enth century. The history of these issues js 
for the generation preceding the signature 
hese issues to general political and commercial 
th thorough documentation. The treaty, thus, 
neral survey of Anglo-Russian relations. The 
ws much new light upon the difficult negotia. 


ext itself reveals clearly the meaning of the 
Clauses of this general type had been included 
f 1706 and in the Anglo-Spanish convention 
| Russian treaties. These treaties, however, were 


rulations or with the legal status of foreigners 
as the first explicitly to apply such a principle 


has contended that the clause was even here 
mon then and later in the eighteenth century 
expected to apply to each other the schedules of 
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each other. This narrow interpretation is in 
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These lectures reveal the rapid growth of interest in business-cycle research. 
They also show how each industrial country has its own peculiar business-cycle 
problems. The papers are well organized, refreshingly free from dogmatism, 
and conservative in any claims regarding possibilities of dependable prediction 
or of effective control. Those interested in business cycle theory will find here 
an excellent résumé of recent developments in the countries named, and they 
should welcome the appearance of the supplementary number. 

J. E. Morrat 


sayre, F. B. The way forward: the American trade agreements program. (New 
York: Macmillan. 1939. Pp. xiv, 230. $2.75.) 

Chapter headings deal with economic nationalism versus liberalized inter- 
national trade; formulating a program and its execution; the “‘most-favored- 
nation” policy; the effect of trade agreements upon labor and agriculture. In- 
cludes a bibliography of five pages. 

ScHUMPETER, J. A. Business cycles: a theoretical, historical, and statistical analy- 
sis of the capitalist process. Vols. I and Il. (New York: McGraw-Hill. 1939. 
Pp. xvi, 448 ; ix, 647. $10.) 

ScCHUTRUMPF, E, D. World trade in toys. Trade promotion ser. no. 192. (Wash- 
ington: Supt. Docs. ne iv, 183. 20c.) 

WitHERow, G. A. Foreign trade of the United States, calendar year 1938. Part 1. 
Summary. Trade promotion ser. no. 198. (Washington: Supt. Docs. 1939. 
Pp. iv, 63.) 

The balance of international payments of the United States in 1938. Econ. ser. 
no. 5. (Washington: Supt. Docs. 1939. Pp. viii, 92. 15c.) 

Comparative charts of state statutes illustrating barriers to trade between states. 
(Washington: Marketing Laws Survey, WPA. 1939. Pp. 95. 25c.) 

Poland's foreign trade. Monog. no. 5. (Birmingham: Birmingham Information 
Serv. on Slavonic Countries. 1939. Pp. 27.) 

Resolutions adopted by the Tenth Congress of the International Chamber of 
Commerce, Copenhagen, June 26th-July 15st, 1939. Brochure no. 100, suppl. 
to World Trade. (Paris: Internat. Chamber of Commerce. 1939. Pp. 27.) 

Review of world trade, 1938. (Geneva: League of Nations. New York: Colum- 
bia Univ. Press. 1939. Pp. 85. 60c.) 

Second trade agreement between the United States and Canada. Vol. \. Intro- 
duction. an analysis of the agreement, (Washington: U. S. Tariff Commission. 
1938. Pp. iv, 247.) 

Trade agreement between the United States and the Republic of Turkey. (Wash- 
ington: U. S. Tariff Commission. 1939. Pp. 125.) 


Accounting, Business Methods, Investments and 
the Exchanges 
Truth in Accounting. By KENNETH MACNEBAL. (Philadelphia: Univ. of 
Pennsylvania Press. 1939. Pp. xvii, 334. $3.50.) 

The reviewer picked up this book, dressed in its gaudy work-sheet 
cover, with genuine interest and not a little curiosity. Whatever else ac- 
counting may or may not seek to do, its chief goal is to tell the truth. To 
ind, then, that “this sensational and authoritative book” condemned all 


1939] Accounting, Business Methods, Investments, Exchanges 855 


existing accou! 
was little short 
does not ceasé 
escape its pres 
In fairness 
the book: “In | 
analysis of m« 
to suggest defir 
facts disclosed 
majority of ¢ 
be untrue and 
modern accoul 
preface he furt 
of principles, 
same time the 
of today 
economi theot 
as regards ma 
order to surri 
thoritatively on 
he has been el 
sion twenty-tws 
accounting firm 


devoted to the 


however, one C 


search and als 
years of accoun 
The book st 
minds one of t 
three chapters ( 
prove that pre 
of present-day 
be set down at 
come valuers, 
financial staten 
are extremely 
with present e 
This means, 
tute the work 
to find that the 
valuation. His 


by the cost of r 


the conc lusion { 


856 


1 
+} 


his volume. After perusing the volume, 


i 


that 


nd New Books 


December 


ntiquated and “increasingly untenable.” 
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lany serious accounting imperfections. The 
ivoidably to a conclusion that the great 
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tified financial statements must necessarily 
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based.” At the close of the author's 
only assure readers that my criticism is 
I distrust methods, not motives.” At the 
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valuable than one situated close to the best market in the world for steel 
products. 

' For the most part the book is a somewhat rambling discussion of the 
nature of value, of the characteristics of money, of market prices, and 
preparation of all balance sheets and income statements on the basis of 
what the author terms “present economic values.’ There is just enough 
truth in some of the author’s contentions to make the book dangerous. 
The author apparently would make no differentiation between realized 
ind unrealized appreciation, and moreover would expect to have revealed 
in the financial statements every temporary increase or decrease in market 
value of assets, every change in price level, and so on. Admitting that 
certain accounting statements have proven inadequate in the past and 
also realizing that methods and procedure must advance to keep abreast 
of ever-changing social and economic conditions, the reviewer cannot be- 
lieve that Truth in Accounting has even begun to solve the problem. 

In concluding his book the author states, “Accounting is at the cross- 
roads. It can yield to inertia, refuse to recognize its own opportunity, 
ignore the public need, and continue slowly to dig its own grave.” In- 
stead, the accounting profession is in greater danger of ‘‘digging its grave” 
by following the precepts of this volume. Rather let accountants and the 
accounting profession continue to solve the fundamental problems con- 
fronting them through the research and constant study being directed by 
such organizations as the National Association of Cost Accountants, the 
American Institute of Accountants, the Controllers’ Congress of the Na- 
tional Retail Dry Goods Association, the American Accounting Associa- 
tion, and the numerous trade associations and regulatory groups. It is in 
this way, and not by the methods outlined in this volume, that the science 
of accounting will advance. 

J. HUGH JACKSON 

Stanford Graduate School of Business 
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Baker, H. Company plans for employee promotions. (Princeton: Princeton Univ. 
Industrial Relations Section. 1939. Pp. 48. 75c.) 

BAKER, J. C. Executive compensation practices of retail companies, 1928-1937. 
Bus. res. stud. no. 23. (Boston: Harvard Univ. Bur. of Bus. Res. 1939. Pp. 
vi, 50. $1.50.) 

Barker, C. W. and ANSHEN, M. Modern marketing. (New York: McGraw- 
Hill. 1939. Pp. 334. $2.75.) 

CHayrou, P. R. Achats rationnels: caractére du plus avantageux de deux 
achats semblables, (Paris: Recueil Sirey. 1938. Pp. xxxi, 123. 26 fr.) 

The author’s principal aim is to provide the proper criterion for a pro- 
ducer’s choice among the different varieties of the same productive good 
that are available for purchase, e.g., among metal saws of various qualities 
and prices. The extent of the interest that economists have in this subdivi- 
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lets; consequently, an enormous amount of capital and labor is constantly being 
wasted in this field.” 

From the analysis, it is concluded that investment in this field should be 
discouraged. This discouragement must not take the form of direct restriction 
or prohibition of entrance into the field; for such action is haphazard, 
“tends to be misused, and leads to backdoor introduction of group interest.” 

Though recognizing that the requisites for success as an independent re- 
tailer are largely indefinable, involving “‘initiative” and “originality,” the author 
places his main hope for effective control in the use of compulsory examinations 
covering the principal elements of retail trade. Requirements might include 
a‘... general knowledge of record keeping and cost accounting (in order to 
understand the economics of pricing); a certain knowledge of commodities 
handled (in order to distinguish high-grade from low-grade merchandise in 
performing the basic function of selection) ; . . . and certain minimum financial 
requirements.” The regulation of the pricing process may also be useful if 
limited to the elimination of human misbehavior from this complicated mecha- 
nism; but it cannot be depended upon to interpret adequately supply or the 
elasticity of demand. 

Mr. Dommisse’s analysis and conclusions deserve thoughtful attention 
by every student of the economics of retail competition. 

GERALD B. TALLMAN 


DouBMAN, J. R. Salesmanship and types of selling. (New York: Crofts. 1939. 
Pp. 338. $3.50.) 

Dykstra, G. O. and DyxstrRA, L. G. A textbook on government and business. 
(Chicago: Callaghan. 1939. Pp. 558. $5.50.) 

Enwarps, A. L. Scientific consumer purchasing: a study guide for consumers. 
Rey. and enl. ed. (Washington: Am. Assoc. for Univ. Women. 1939. Pp. 81. 
60c. ) 

FeroLpt, F. 1 presupposti economici della disciplina giuridica dei gruppi 
d'imprese. (Milan: Soc. Ed. “Vita e Pensiero.” 1939. Pp. ix, 121. L. 8.) 

Gault, E. H. Fair trade, with especial reference to cut-rate drug prices in 
Michigan. Michigan bus. stud. vol. ix, no. 1. (Ann Arbor: Univ. of Michigan 
Bur. of Bus. Res. 1939. Pp. 54. $1.) 

Author concludes that consumers in Michigan who formerly purchased 
drug products at cut prices are paying from 15 to 30 per cent more for price- 
controlled items under fair trade. Author is objective in his treatment and 
presents arguments and factual data pro and con in respect to fair trade. 

GERSTENBERG, C, W. Financial organization and management of business. 2nd. 
rev. ed. (New York: Prentice-Hall. 1939. Pp. xxvi, 849. $4.) 

First edition was reviewed in March, 1925 (pp. 112-114) by Henry R. 
Hatfield. A revised edition appeared in 1932. 

For this second revised edition “some outdated material has been deleted.” 
The chapter on syndicate underwriting has been completely revised; and 
changes have been made more particularly in the chapters on selling securities, 

_holding companies, and reconstruction of corporations. 

GRETHER, E. T. Price control under fair trade legislation. (New York: Oxford 

_ Univ. Press. 1939. Pp. x, 517. $5.) 

“ROSSMAN, L. W. Investment principles and practice. (New York: Longmans 
Green. 1939. Pp. x, 266. $1.) 
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33, to June, 1934, and conducted the now 
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his book, he selected from the 12,000 pages of 
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vigorous opposition to changes in the essentials of the legislation. To this 
the book contributes. A chapter devoted to the changes between the new 
and the old Wall Street would have helped the general reader to under- 
stand more adequately the scope of the reforms. 


R. L. WEISSMAN 


sanpaGE, C. H. Advertising: theory and practice. Rev. ed. (Chicago: Business 

~ Pubs. 1939. Pp. xiii, 747. $4.) 

SCHNEIDER, E. Einfiihrung in die Grundfragen des industriellen Rechnungs- 
wesens. (Kopenhagen: Gad. 1939. Pp. ix, 180. 10 Kr.) 

This textbook on industrial accounting grew out of the author’s lectures at 
the University of Aarhus and the Technical High School at Kopenhagen. 
Being an introduction into the principles of industrial accounting, at best 
a difficult field of study, the work is anything but easy reading. The principles 
of industrial accounting are mainly explained in terms of mathematical ex- 
amples. 

The author clearly differentiates between business bookkeeping, regarding 
it as central to the outer field of industry which is in direct contact with the 
outside world, and industrial accounting, dealing exclusively with the inner 
field of the industrial enterprise. 

At first the concepts of value circulation, costs and periodic returns of the 
industrial enterprise are strictly logically presented. Next, the author deals 
with those parts of bookkeeping that aim to ascertain the success of the enter- 
prise. The ultimate purpose of industrial accounting is the brief perioded 
computation of returns. The two basic forms of industrial accounting are 
the order and the classification accounts. In both theory and practice the former 
still dominates. In the succeeding chapters the author deals in detail with the 
ascertaining of returns and the analysis of success within the framework of 
industrial accounting in the light of the principles of the various kinds of 
cost statistics, the cash system and the concepts of the classified returns, the 
principles of piece cost accounts. By far the largest part of the text deals with 
the order account upon the basis of costs, the order account upon the basis of 
planned costs, and the classified account upon the basis of a total plan. These 
three methods represent the major levels of industrial accounting. 

In stressing the last two methods, the author is following in essentials the 
work of Ivar Jantzen, of whose whole work recently an English translation 
appeared. The approved procedure of the second method had under the in- 
fluence of Jantzen found in Denmark immediately after the World War ap- 
plication in a few industrial branches, especially in the printing trade. 

HERMAN HAUSHEER 


SPENCER, W. H. Casebook of law and business. (New York: McGraw-Hill. 

_ 1939. Pp. xvi, 1179. $6.) 

STEWART, M. S. Debts—good or bad? Pamph. no. 36. (New York: Public 

_ Affairs Committee. 1939. Pp. 32. 10c.) 

STEWART, P. W. and DewHurst, J. F. Does distribution cost too much? A review 
of the costs involved in current marketing methods and a program for im- 
provement. (New York: Twentieth Century Fund. 1939. Pp. xviii, 403. 
$3.50.) 

TaGGART, H. F. Distribution cost accounting for wholesaling. Domestic commerce 
ser. no. 106. (Washington: Supt. Docs. 1939. Pp. viii, 86. 15c.) 
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TEELE, S. F. Ex, of limited price variety chains in 1938. Bull 
no. 110. (Bost Univ. Bur. of Bus. Res. 1939. Pp. vi, 30. $1.) 

TORNOQVIST, G Swedish retail distribution. (New York: Royal 
Swedish Com: Y. World’s Fair. 1939. Pp. 26. 15c.) 

TOULMIN, H. A d the public interest. (New York: Harper. 1939, 
Pp. 219. $2.5 

WAKEFIELD, R rks of origin regulations. Trade promotion ser 


no. 199. (Wa docs. 1939. Pp. iv, 186. 50c.) 


Wooster, J. W rs’ handbook of bond investment. (New York 
Harper. 1939 53.) 

This book primarily to bank officials who are responsible for 
determining at nvestment policies of commercial and savings 
banks. The | points out the increasingly complex problem that 
is confronting n the task of satisfactorily employing their te. 
sources. Afte he status of this problem, the author proceeds to 
discuss vario ‘f information for statistics bearing on bank man. 
agement, bank o nd business trends, as well as specific sources of 
information ¢ 

Considerat n to the purpose and functions of the bank’s 
bond account i ommercial and savings deposits, the steps to be 
taken in sett stment program, as well as the relation of the 
investment | e bank’s primary, secondary, and residual reserves. 
The author lerations of quality in selecting bonds for bank 
investment, a siderations of maturity, diversification, proper in- 
vestment unit tability. 

A brief di lertaken in several of the last chapters of methods 
of analyzing ; of securities, such as railroad bonds, industrials, 
public utiliti ;, and miscellaneous bonds. The final chapters 
are devoted yn of bond policies and records to be kept. It is 
evident that had considerable experience in practical handling 
of bank inve oblems and the book should prove valuable, not only 
to officers n th this phase of bank management, but also to 
those who ¢ ering this field of investment activity. 

R. E. BADGER 

Federal Trade innual report for the fiscal year ended June 3, 
1938. (Was Supt. Docs. 1938. Pp. 203. 15c.) 

Investment cou Vol. ii, no. 1. (New York: Investment Counsel 
Assoc. of At Pp. 192. $1.25.) : 

Contains ownership by managements of leading U. S 
corporations, out; “Bond analysis—a method for determining 
quality,”’ by \ mining engineer's appraisal of gold and silver, 
by P. E. Ba n of investment policy to result of the 25 largest 
U. S. fire it s,”’ by D. C. Rose. 

Investment tru nt companies: report of the Securities and Ex. 
change Con ibuses and deficiencies in the organization and 
operation of ts and investment companies. Chapter 2. De- 
tailed histor nvestment trusts ana investment companies. 210 
and 4th sect ngton: Securities and Exchange Commission. 193?. 


Pp. 393-725 
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The Michigan financial institutions act, (Lansing: Michigan State Banking 
Dept. 1939. Pp. 121.) 4nd 

A reading list on business administration. 4th rev. (Hanover: Dartmouth Col- 
lege, Amos Tuck School of Admin. and Finan. 1939. Pp. 54. 30c.) 

Uniform system of accounts for gas utilities. (New York: Nat. Assoc. of Rail- 
road and Utilities Commissioners. 1939. Pp. 204. $2.) 


Capital and Capitalistic Organization 
The Electric Power Industry. By JOHN BAUER and NATHANIEL GOLD. 
(New York: Harper. 1939. Pp. xii, 347. $3.50.) 

This book traces in broad outline the development, organization, and 
future prospects of the electric power industry from the standpoint of 
public policy. The eighteen chapters constitute essentially a judicious 
stricture of private ownership in the industry, an advocacy of public or- 
ganization. 

Part 1 of the book sets forth the principal technological advances since 
1900 in the generation, transmission, and distribution of electricity; esti- 
mates attainable costs of power under existing conditions; criticizes pres- 
ent rate structures; and forecasts future electric utilization. The most 
significant conclusion here drawn by the authors is that attainable costs 
make possible much lower rates than are now generally in effect. Except 
during the World War, technological advances have more than counter- 
balanced increases in wages and prices. But the benefits of progress have 
been negatived through the continuance of inefficient processes, the de- 
velopment of unjustified overheads, and the establishment of excessive 
fixed charges; or they have been absorbed through unreasonable returns. 

Part 2 deals with the organization and management of the power in- 
dustry, with primary reference to the failure of the companies to pass on 
the benefits of progress to the public. Dominated by holding companies 
organized for speculative gain instead of public service, the industry is 
shown to be characterized by distorted financial structures and by book 
costs more than twice as great as reasonable; by discordant property in- 
tegration for system advantage rather than minimum cost, as illustrated 
in New Jersey and New York; and by elaborate managements directed 
largely toward the maintenance of “front,” as dictated by absentee control. 

Part 3 outlines a suggested policy for the future. Briefly, this consists 
of public ownership and operation through government corporations, 
federal, state, and municipal. Federal power projects would be continued 
and codrdinated with state systems; public organization would be centered 
chiefly in the states, which would take over through general credit the 
existing private properties, definitely valued, and which would own and 
operate generation and transmission systems; and distribution would be 


placed in the hands of the municipalities, except where state distribution 
is More economical. 
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the obstacles to successful public Ownership, 
that public power, as proved by cited ex. 
private power under public regulation, |t 

f federal regulatory authority is severely 

be expected of the Holding Company ac 
of Congress to lay down definite stand. 

{nd it is suggested that state regulation can 
on account of the difficulties surrounding 

| the establishment of efficient commissions. 
smaller operating overheads, better codrdi- 

il outlays, lower rates of return, less finan- 


limination of conflict of interest. 


addition to the literature on, public utili- 
| standing and experience have here force- 


pport of a challenging position many of the 


public-utility policy. There will be disagree- 
rs’ conclusions, which might well be sup- 
and the study is marred in places by un- 
who are concerned with the public-utility 
Though hardly suitable as a text for 
study should find a place on reading lists 
especially concerned with the working of 
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By F. J. vAN BiLjJon. (London: P. § 

onomists should be the careful scrutiny and 
10mic policy. As economists, they should 
of the measures adopted to attain the stated 
1consistencies. As intelligent citizens, they 

the worthiness of the ends themselves. 
Africa’s economic policy from both these 
res description, however, his book presents 
important spheres of state interference 10 
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marketing, the arrangements for the regulation of industrial relations and 
for the control of wages and working conditions, and the measures enacted 
to halt the indiscriminate competition of private trucking with the govern- 
ment railway system. The whys and wherefores of these programs are dis- 
cussed along with their description and the reader is afforded an excellent 
survey of certain aspects of recent South African history. 

Occupying an official position, Dr. van Biljon is in general sympathy 
with the development of state interference in South Africa. As long as 
producers are allowed to compete freely for the factors of production and 
consumers’ choice is retained, he believes that state control may well sup- 
plement the workings of demand and supply to insure desired results. Com- 
plete socialization, he contends, destroys the basis for judging whether 
“one project or one combination of resources is more economic than al- 
ternative investment plans and factor-combinations serving the same pur- 
pose” (p. 21). 

His criticism of state interference in South Africa is therefore directed 
at specific policies rather than at its philosophical basis. He finds that the 
recent public works program was poorly timed, that the continued foster- 
ing of agricultural exports at the expense of domestic consumption is not 
justified with the return of prosperity, that the inclination toward a policy 
of bilateral balancing of trade discourages the use of gold in international 
transactions and hence in the long run works to the detriment of South 
Africa, that the assumption that the present high demand for gold will 
persist is untenable and that the basing of a national program on this 
assumption is decidedly precarious, that the bolstering of the earnings of 
white labor at the expense of Native labor might preferably be replaced 
by a systematic program of adult training, and that the restriction of 
European immigration is ill advised, since the adoption of an enlightened 
Native policy is dependent on an enlarged European population. To an 
economist more inclined toward J/aissez faire these criticisms might well 
constitute an indictment of the whole program of state interference in 
South Africa. To Dr. van Biljon, however, they merely indicate the im- 
perative necessity of codrdinating South African economy policy through 
the adoption of a single unified plan. 


ACHESON J. DUNCAN 
Princeton U niversity 


NEW BOOKS 


DoxtcHtvircu, D. D. L’expérience de la Tennessee Valley Authority: amé- 
nagement des eaux: conservation du sol; electrification rurale; exploitation de 
l' énergie électrique. (Paris: Recueil Sirey. 1939. Pp. 324.) 

Fetter, F. A. Democracy and monopoly. (Princeton: Princeton Univ. Exten- 
sion Fund. 1939. Pp. 22.) 
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MAYERS, L. Introds of business corporations. (New York: ” 
Longmans Green 31.) 
Antitrust laws: hear smittee, 76th Cong., Ist sess., bill to pro. : 
vide additional « t violations of the antitrust laws, and 
for other purpose (Washington: Senate Judiciary Committee. d 
1939. Pp. 33. 1 tl 
Economic power: hea Ist sess., pursuant to public resolution p 
no. 113, authoriz: lect committee to make a full and com. T 
plete study and i respect to the concentration of economic . 
power in, and fin production and distribution of goods : 
and services. Part ils for changes in law and procedure, 
January 16-20, 1 n: Temporary Nat. Econ. Committee, n 
1939. Pp. 835-11 
T 
La Labor Organizations P 
Seasonal Variation ment in the United States. By W. S. b 
WOYTINSKY. | red for the Committee on Social Security. f 
(Washington: on Social Security, Social Science Research n 
Council. 193 51.50.) p 
In undertaking a sonal variations in employment in various w 
industries, Mr. Wo tered a series of methodological problems e 
well known to all isonal variations. One problem concerns p 
the elimination of isiness cycles from empirical time series. 
The procedure rec n this book is based upon the centered 12- 
months moving av such an average tends to smooth out 
changes—in particular ges—in general business conditions, a 
correction was att« iding to the original moving average the f 
values of a 12-, 6-mont y, moving average of the first residuals. i 
This procedure m< e criticism, because it lends itself to incor- h 
porating parts of 1al1 movement into the trend-and-cycle 
component and, y provide for some correction of the u 
original moving a re no change in non-seasonal condi- t 
tions occurred. Bi g the rigid or average seasonal com- 
ponent of a series iracies in the trend-and-cycle component § 
and the residuals lly do not cause much harm. And it is 
exclusively with th 1al analysis that the author is concerned. r 
A second probl ly discussed by Woytinsky consists in de- c 
termining whether nal variation of a given series should 
be represented by a 1¢ multiplicative factors. Statistical tests, 
partly supplements ns of the particular conditions in the 
analyzed trade, led n of the additive type of seasonal com- 
ponent for all econ s except construction. 
On the basis of lexes of the Bureau of Labor Statistics, 


census and other d nal factors for different groups of indus- 
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tk: ‘ries were derived, their amplitude and timing analyzed. In a few cases, 
including construction, the seasonal normal could be based on material for 
one or two census years only. This analysis led to a very interesting ‘‘Calen- 


™ dar of the American Labor Market’’ and in particular to an illustration of 
. the unfortunate fact that seasonal demand for labor for non-agricultural 
ion oursuits runs about parallel to seasonal demand for hired help by farmers. 
ym- The building trades were found to be the main source of seasonal instability 
mic iq industrial employment. 
1 Proceeding to an estimate of aggregate seasonal unemployment over all 
* non-agricultural pursuits, the author discusses the problem of workers’ 
_ shifting from seasonally depressed to seasonally active firms or industries. 
To the extent that such seasonal shifting occurs, aggregate seasonal unem- 
ployment over the year has to be smaller than the total of seasonally laid off 
workers in the affected firms or industries. Since very little material has 
»f. been gathered about this important aspect of seasonality, the author had to 
rity. resort to certain simplifying assumptions. It was assumed that (1) within 
arch major industrial groups (¢.g., the extraction of minerals) there was com- 
plete mobility of labor all over the country, while (2) no seasonal shifts of 
ious workers occurred between major industrial groups (e.g., extraction of min- 
ems erals and construction). The final estimates of aggregate seasonal unem- 
erns ployment are believed to be too low rather than too high because defects in 
ries. assumption (1) are likely to reduce aggregate seasonality more than those 
12- in (2) are able to inflate it. 
out In a final chapter, seasonal variations in weekly earnings and hours of 
s, a work were investigated and the ways discussed in which different industries 
the react upon seasonal changes. If the bad season sets in, non-durable goods 
uals. industries tend to lay off workers rather than to spread work by reducing 
\cor- hours, while durable goods industries prefer the inverse procedure. 
ycle All students of seasonal variations in the labor market and especially 
the unemployment compensation and placement agencies will find valuable 
yndi- information in this book. It is aimed at stimulating similar studies of limited 
com- areas and of particular industries. This reviewer shares the author’s view, 
nent saying that in those more specific studies attempts to set up seasonal factors 
it is changing from year to year will frequently prove indispensable. Such a 
med. procedure might be promising even for a major industrial group such as 
de- construction. 
ould Horst MENDERSHAUSEN 
tests, Cowles Commission for Research in Economics 
n the 
NEW BOOKS 
ANDREWS, E. W. Employment trends in the printing trades. Occupational 
istics monog. no. 6. (Chicago: Science Res. Assoc. 1939. Pp. 48. 50c.) 


BAKER, H. Company plans for employee promotions. (Princeton: Princeton 
ndus- Univ. Industrial Relations Section. 1939. Pp. 48. 75c.) 
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BALDERSTON, C. ( a study of wage rates in Philadel phis 
Pennsylvania Industrial Res, Dept 


metal plants. ( 
1939. Pp. 39. $1.) 
BROWN, J. C. T/ vorker. Bull. of Women’s Bur. no, 165 
(Washington: S Pp. 17. 10c.) 
Das, R. K. Prine: Indian labour legislation. Spec. reader. 
ship lectures. (( of Calcutta. 1938. Pp. xiv, 281.) 
DAvIpson, E. H. « stion in the southern textile states. (Chapel 
Hill: Univ. of N 5. 1939 Pp. 302. $4.) 
This is a firs rk—faithful in description and narrative 
illuminating in i t in appraisal. It was done under the direc. 
tion of the late iam K. Boyd of Duke University, to whom 
students of the much. Miss Davidson’s account stresses 
development in Georgia, and Alabama, though less important 
states are embrac sed all of the desirable sources, in several 
cases manuscript private hands. Her work will not have to 
be done over ag 

The story her ntury later, the history of child-labor legis. 
lation in Englan y Hutchins and Harrison or, with mote spirit 
and less scholar Kydd in his earlier two-volume work. The 
stages of growth ntrol were the same; there were the excellent 
beginnings, in } \labama before the opposition of manu 
facturers was a! ume lowered standards and a long fight in 
each case for pic nt in laws until, in the midst of depression, 
there and here. action was taken. In both countries there 
were devoted a 1 reformers—Oastler, Sadler, Shaftesbury in 
England, and \ y, Lovejoy and their friends in America 
In both cases t 1 opponents of every method of restric- 
tion upon child nly accurate to say that they were cruel men 
Miss Davidson a pon the parallel here mentioned, but it is 
recalled because e of her study is in showing how private 
capitalism uses n opposing social control in instances per- 
fectly separated 
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FITZGERALD, E. J rs in an expanding labor market: Lancaster 
Pa. A study ¢ bortunities in four manufacturing plants in 
Lancaster, Pa no. L-4. (Philadelphia: WPA, Nat. Res 
Project. 1939. P 

HANSSON, S. Em rs in Sweden. (New York: Royal Swedis! 
Commission, N 1939. Pp. 113. 15c.) 

HARBISON, F. H principle in union-management relation 
(Princeton: Prit strial Relations Section. 1939. Pp. 39. 75c.) 

LIEBERMAN, E. 7 r agreement: how to negotiate and draft the 

ntract. (New ; Pp. xii, 233. $3.) 

This study « agreements is likely to prove of value 
both to studen ners of industrial relations. The author 
has collected s entered into between employers and labor 
unions, broken t, and added helpful prefatory legal notes 
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His classification covers 106 topics, including such important ones as hiring, 
wage administration, discharge, and hours of work, arranged alphabetically 
to facilitate quick reference. Sample clauses are quoted verbatim, with full 
citation to their sources. In addition, there are several introductory chapters 
dealing with the evolution and negotiation of agreements. 

The present reviewer, in conducting a course in personnel and labor rela- 
tions, found that the use of specimen agreements to supplement a text proved 
to be a happy and interesting combination. It was very difficult, however, 
to assemble enough contract material to make this arrangement feasible. The 
Monthly Labor Review occasionally publishes synopses of current provisions, 
but the amount of detail given is inadequate for discussion. The Labor Rela- 
tions Reporter often prints the full text of important agreements, but the 
expense of securing that publication is prohibitive. Mr. Lieberman's book 
therefore closes an unfortunate gap in the literature, by presenting the data 
in convenient form. 

One cannot but regret that the author, who, as counsel to the International 
Ladies’ Garment Workers’ Union and a number of other large organizations, 
is completely at home in the subject, did not see fit to include some discussion 
of the problem of administering agreements through impartial chairmen. 
The legal notes, too, might have been more elaborate, with greater stress 
upon the decisions of courts other than those of New York State. But not- 
withstanding these omissions, which might, indeed, have rendered the work 
too technical and ponderous, the author is to be congratulated for having 
appreciated a need and for the well planned manner in which he has 
filled it. 

WALTER GALENSON 


Marquanb, H. A., and others. Organized labour in four continents. (New 
York: Longmans Green. 1939. Pp. xiii, 518. $4.) 

MOLLER, G. Swedish unemployment policy. (New York: Royal Swedish 
Commission, N.Y. World’s Fair. 1939. Pp. 60. 15c.) 

PaLMER, G. L. The search for work in Philadelphia, 1932-36: an analysis of 
records of the Philadelphia state employment office. Rep. no. P-7. (Phila- 
delphia: WPA, Nat. Res. Project. 1939. Pp. ix, 74.) 

PaLMER, G. L. and Lewis, J. H. The long-term unemployed in Philadelphia in 
1936: a study of the chief wage earners of families on relief or the works 
program for two years prior to August, 1936. (Philadelphia: WPA, Nat. 
Res. Project. 1939. Pp. xiii, 56.) 

PALMER, G. L. and STOFLET, A. M. The labor force of the Philadelphia radio 
industry in 1936. Reps. no. P-2, P-4, P-5, P-6. (Philadelphia: WPA, Nat. 
Res. Project. 1938.) 

PLUMMER, L. S. Getting along with labor: practical personnel programs. (New 
York: Harper. 1939. Pp. xxvii, 112. $1.50.) 

Book is based upon articles published in The Wall Street Journal in 1938. 
These articles comprise a survey of personnel policies of manufacturing com- 
panies, 

ROETHLISBERGER, F, J. and Dickson, W. J. Management and the worker: 
an account of a research program conducted by the Western Electric Company, 
Hawthorne Works, Chicago. (Cambridge: Harvard Univ. Press. 1939. Pp. 
xxiv, 615. $4.50.) 
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Ross, M. Deatt (New York: Farrar and Rinehart. 1939, Pp 
385.) 

This book cot mpressionistic description and comment by 
the publications ie NLRB on the passage of the NLRA and 
the legal obstac the lead miners and their 1935 strike; the 
Brown Shoe Cc try towns and their uses in fighting the 
union; on Seatt Post-Intelligencer strike, and freedom of 
the press; on Li Massilon. 

The book is Its thesis is that the employer and white. 
collar class is in vorking class and that this breeds trouble 
The author oftet Yale man (himself) as a good example, in the 
first or autobio; the book. This half ranges from Harlan 
County to Wa eginning of the author’s sympathy wit 
“hell-raising.” 7 fed by accusations of hell-raising hurled at 
his current em RA Consumers Advisory Board, when it asked 
canners to apply grading and labelling practices which they 
used as wholesal sulating shell died about 15 years after he 
first mucked in He explains the process thoughtfully. 

CARL RAUSHENBUSH 


Rounps, J. B. Re he International Labour Office available to 


American libra 1. Lib. Assoc. 1939. Pp. 70. 75c.) 

SmitH, E. D. T: r: a study of the human problems of labor 
saving. (New H Press. 1939. Pp. xiv, 222. $2.50.) 

SOULE, G. H. Sia ry statesman. (New York: Macmillan. 1939 
Pp. 247. $2.50 

STRACKBEIN, O. R minimum wage standard: a study of the 
wage standard United States government for the purchase 
of its supplies. | sraphic Arts Press. 1939. Pp. vii, 187. $2.50.) 

ToperR, L. Forty wage for the women’s clothing industry: 4 
memorandum rnational Ladies’ Garment Workers’ Union 
to the Industry pparel Industry, Wages and Hours Division, 
U.S. Departm (New York: Internat. Ladies’ Garment Workers’ 
Union. 1939. | 

Woon, J. E. Em} t Paterson broad-silk workers, 1926-36: a 
study of inter? ment in a declining industry. Rep. no. L-3 
(Philadelphia: V Project. 1939. Pp. xvi, 141.) 

Yooper, D. Labor ibor problems. 2nd ed. (New York: McGraw 
Hill. 1939. Pp 


This edition ly written than the first. It contains more 
fresh and pert t its errors and contradictions still leave it 
inadequate as a ilure to deal with the labor problem as a central 
theme adds to It has eliminated some of the errors of the first 
edition but has s. An example of a new minor error is “... the 
Federation of ‘ \ was another important radical association” 
(p. 453). Made ac ild read ‘. . . the Western Federation o! 
Miners (now t Union of Mine, Mill and Smelter Workers) 
was then almos ic A repeated major error is the statement on 
page 575 (p. 5! ed 2 Supreme Court of the United States “failed 
to approve the he act of the union constituted restraint ot 
trade.” The cou [ lecision in the Coronado cases that while the 
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act was in restraint of interstate commerce, proof was lacking that the head 
officials of the United Mine Workers of America were responsible for the 
destruction of the mining equipment. The repetition of the error seems in- 
excusable in view of the fact that the extension of the definition of interstate 
commerce to production rests heavily on this case (268 U. S. 310) as restated 
in the first of the Labor Board cases (301 U. S. 40). 


CLARENCE E. BONNETT 


Addresses on industrial relations, 1939. Bull. no. 9. (Ann Arbor: Univ. of Michi- 
gan Bur. of Industrial Relations. 1939. Pp. 132. $1.) 
~ Addresses were delivered in April, 1939. Nearly all were contributed by 
business executives of the Middle West. 

Earnings and hours in the manufacture of electrical products. Part 1. Data for 
the industry as a whole, Part 2. Average hourly earnings, by industry divisions. 
Serial no. R. 70, from the Monthly Labor Review. (Washington: Supt. Docs. 
1939. Pp. 41.) 

Industrial change and employment opportunity: a selected bibliography. Rep. no. 
G-5. (Philadelphia: WPA, Nat. Res. Project. 1939. Pp. xv, 254.) 

International survey of legal decisions on labour law, 1937-38. 13th year. (Geneva 
and Washington: Internat. Labour Office. 1939. Pp. Ivi, 297. $2.50.) 

The I. L. O. year-book, 1938-39. 9th year of issue. (Geneva and Washington: 
Internat. Labour Office. 1939. Pp. viii, 440. $2.75.) 

Labor laws and their administration, 1938. Proceedings of the 24th convention of 
the International Association of Governmental Labor Officials, Charleston, 
S.C., Sept., 1938. Bull. 666. (Washington: Bur. of Labor Statistics. 1939. Pp. 
224. 20c.) 

The law and women’s work: a contribution to the study of the status of women. 
Stud. and rep., ser. i, no. 4. (Geneva and Washington: Internat. Labour Office. 
1939. Pp. xii, 590. $3.) 

List of American trade union journals and labor papers currently received by the 
Department of Labor Library. (Washington: U. S. Dept. of Labor Library. 
1939. Pp. 29.) 

Ministry of Labour report for the year 1938. (London: H. M. Stationery Office. 
New York: British Library of Information. 1939. Pp. 136. 60c.) 

The organisation of labour inspection in industrial and commercial undertakings. 
26th sess., prel. rep. (Geneva and Washington: Internat. Labour Office. 1939. 
Pp. x, 419.) 

Papers presented at the second annual Stanford Industrial Relations Conference, 
March 27 to 31, 1939. (Stanford University, Calif.: Stanford Univ., Div. of 
Industrial Rel. 1939. Pp. iv, 205.) 

Proceedings of the fifth National Conference on Labor Legislation, Washington, 
D.C., Nov. 14, 15, 16, 1938. Bull. 25. (Washington: Div. of Labor Standards. 
1939. Pp. 118. 20c.) 

Report of the thirty-eighth annual conference of the Labour Party, Southport, 
1939. (London: Labour Party. 1939. Pp. 388. 1s. 6d.) 

Sit-down: what's ihe in the automobile industry since enactment of the 
National Labor Relations act... as told to Congress. (Detroit: Automobile 


_ Manuf. Assoc. 1939. Pp. 32.) 
Union scales of wages and hours in printing trades, June 1, 1938. Serial no. 
R. 859, from Monthly Labor Review. (Washington: Supt. Docs. 1939. Pp. 20.) 
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r: hearings before a Subcommittee of 
the Committee Labor, United States Senate, 75th Cong. 
3rd sess. Parts 1° Supt Docs. 1938; 1939. Pp. 8197-17078.) 

For earlier parts momic Review, December, 1938, page 864 

Violations of free s t labor: report of the Committee on Educa. 
tion and Labor Pu 266 (74th Congress). Rep. no. 6, parts 1-6, 
76th Cong., 1st se Supt. Docs. 1939.) 

Part 1 deals wit services” ; part 2, ‘‘Private police systems” 
part 3, “Industria ts 4, 5 and 6, “Labor policies of employers 
associations. 

Weekly rest in com th sess., rep. A. (Geneva and Washington 
Internat. Labour ‘ iii, 235.) 

The world of indu report of the director to the twenty-fft; 
session of the I ur Conference, ]une, 1939. (Geneva and 
Washington: Int 1939. Pp. 92. 50c.) 

Year-book of labou r of issue. (Geneva and Washington: Inter 
nat. Labour Ofhx $2.) 


Me es, Credit, and Banking 


The Federal Resé Purposes and Functions. By the Boarp 
OF GOVERNO FEDERAL RESERVE SysTEM. (Washington: 
Nat. Capital Pp. 128. 50c; paper cover, gratis. ) 

In the foreword book the Board states that the text was 
prepared by Bray nd the staff of the Board. The work “is 
intended primaril ts, bankers, businessmen, and others who 
desire an authorit t of the purposes and functions of the 
federal reserve sys rf a primer, nor is it an exhaustive treat- 
ise. The aim has | ver the middle ground between those 
extremes and to 1 | readable without neglect of essentials.” 

This book und ls these announced purposes, and promises 
to be one of the | widely read publications of the Board 
of Governors. It mpactness and lucidity, and the perspec- 
tive, which is mat markable consistency throughout, gives 
the work the qual listinction. It should be valuable to any- 
one interested in system, perhaps even to those who 
for years have be ts of its history and operations. 

The twelve cha ted to the following topics: a general 
outline of the fed tem: the service functions of the federal 
reserve banks; tl bank reserves; the expansion and con- 
traction of bank : position of bank reserves; reserves o! 
the individual ba: banking system as a whole; federal re- 
serve powers and mber bank reserves and related items; 
what the twelve federal banks own and what they owe; federal 
reserve bank earnii lirements; and a summary. Then follow 
an account of fed ations and a useful index. 


870 
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There are two points that I should like to raise with the author: 

(1) On page 75 it is said that the individual bank ‘‘can lend somewhat 
jess than the amount of additional reserve it receives.” This italicized 
generalization rests upon an illustration that is artificial in the sense that 
it assumed, what I believe is contrary to fact—namely, that all deposits 
resulting from loans are fully withdrawn from the lending bank for the 
period of the loan. I still believe that C. A. Phillips, in his Bank Credit, 
presented the principle more accurately when he stated that the typical 
individual bank could lend slightly in excess of any accretion of cash or 
reserves. 

(2) The statement on page 83 that ‘the lending and investing power 
of the federal reserve banks is not derived from member bank deposits” 
would seem to be somewhat inaccurate, or at least too strong, when one 
remembers how the inflow of gold augments member bank deposits and 
reserves and the gold certificate reserves of the federal reserve banks, 
thereby enabling the reserve banks to lend and invest more than other- 
wise would be the case. For the same reason, it would seem that the 
words “or gold” should be added to the last line of the second paragraph, 
page 85. 

WALTER E. SPAHR 

New York University 


Currency Depreciation and Monetary Policy. By MILTON GILBERT. (Phila- 
delphia: Univ. of Pennsylvania Press. 1939. Pp. xiii, 167. $2.00.) 


Currency depreciation, while not a new phenomenon, has in recent years 
taken on a deeper significance. The author traces the causes, methods, and 
effects of depreciation in four nations—Australia, Great Britain, Sweden, 
and the United States—as illustrative of four different types of experience. 
Whereas depreciation was imposed upon the first three countries by intoler- 
able trade and financial conditions largely of external origin, the United 
States deliberately courted the device as a relief for an undesired internal 
economic situation. 

It is this latter use of depreciation that arouses the author's interest and 
anxiety. Monetary authorities, he claims, have been too busy either con- 
demning or defending the gold standard with its inflexible exchanges to 
explore sufficiently the middle ground which abandons gold convertibility 
to flexible exchanges and a policy designed to maintain internal economic 
stability. It is too much to expect that nations will or can ignore the latter 
situation in their monetary policies, yet to avoid chaotic conditions inter- 
nationally, some degree of stability in the exchanges must be maintained. 
These, then, are the Scylla and Charybdis of future monetary policy and 
it devolves upon the major industrial nations of the world to chart the 
ourse. In this they should attempt to maintain an equilibrium in the balance 
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an internal deflationary pressure nor 
ifrency reserves which creates a defla- 


larization of widely scattered informa- 
[his is largely overcome, however, by 


g, the responsibility of which will have 


is by the author. Another criticism js 
rial. In the preface the author states 


lata to state causal factors as simply as 


but Mr. Gilbert has been too zealous 


tment of Australia, Great Britain, and 
ir exchange depreciation leaves more to 


[he portion dealing with the United 
; by far the best part of the book. 
W. B. Lockiinc 


By MICHAEL A. HEILPERIN. (New 
Pp. xiv, 281. $4.20.) 
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theory is more adequate since it considers prices and not a price level 
(p. 133); but there “is no 4 priori rate of exchange which can be con- 
sidered as representing the normal or natural parity” (p. 136) and equi- 
librium must be inferred from short-term capital movements and general 
changes in a country’s competitive position (pp. 136-141). “The process 
of reéquilibrium is essentially the same for all monetary systems’ (p. 
\68). Though there is no real opposition between stable prices and stable 
exchanges under “‘normal conditions” (pp. 168-169), there is real opposi- 
tion between an international monetary system attended by codperation and 
the instability deriving from exchange control or freely fluctuating ex- 
change rates. 

The author does not rule out exchange depreciation under exceptional 
circumstances, but he favors an international system with fixed parities, 
given economic internationalism and codperation as necessary conditions. 
The policies of the fascist countries interpose large obstacles but they do 
‘not prevent the reconstruction of monetary internationalism within the 
group of countries which wish to have it” (p. 254). 

Most of the observations of the author appeal to the reviewer as show- 
ing insight and balanced judgment, but some conclusions are too sweep- 
ing. Despite their abstract and arbitrary character, emphasized in the 
volume, index numbers provide necessary short-cuts and useful approxi- 
mations. The weaknesses of the purchasing power parity theory hardly 
justify the conclusion that we are “arguing in a circle’ when we “say 
that a country is losing trade because its prices are too high,” or that 
we must also, regretfully, dismiss from our vocabularies notions of 
over- and under-valued currencies” (p. 139). Nor is the reviewer con- 
vinced that we must limit the term ‘‘gold prices’ to “‘a system in which 
all money in circulation is gold” (p. 78). If, as the author states, ‘‘a 
monetary standard is a commodity the price of which, in terms of the 
national monetary unit, is fixed by the monetary law of the country .. .” 
(p. 127), then it seems that this basic line of parity (no dominant line 
of causation being inferred) is sufficient justification for current usage 
under a mixed currency bearing a fixed relation to gold. But the limita- 
tion of a monetary standard to ‘‘a single, real commodity only’’ (p. 127) 
provides a Procrustean bed so narrowly set that it will require the muti- 
lation of any realistic monetary theory fitted to it. 

Though there may be objection to some of the uncompromising con- 
clusions, the book meets a need for a critical survey of international 
monetary mechanisms in light of recent experience and it is deserving 
of consideration for textbook use in courses dealing with international 
finance, 


LEONARD L. WATKINS 


University of Michigan 
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Banking. By HENRIETTA Cooper Jen. 
mer Credit Inst. of America. 1939, Pp. 


has increased so rapidly in the las 
two distinct developments. In the first 
ve been multiplied for the purpose of 
sumer borrowers. Second, banking insti- 
ust to cater to the producer have been 
for the use of consumers in need of 
1as been further stimulated by the diff. 
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of its bearing on the problem of business cycles. Business-cycle statisti- 
“ans have long deplored the tendency of business managers to translate 
their pessimistic conclusions derived from profit conditions into distorted 
statements regarding the total volume of business. In 1920, for instance, 
when the country’s total business never fell perhaps more than ten per 
cent below most computed “normals” it was customary in the circles 
of enterprise to refer to business as completely “dead.” The recession after 
1929 was of course exceptional. But business was not exactly at a stand- 
till in 1930 when, according to Kuznets, the gross national product 
exceeded 80 billion dollars. Nor was it dead even in 1935 when it ex- 
ceeded 60 billions. All the author really needed to say at this point 
was that the demands of business borrowers had fallen sufficiently in re- 
lation to banks’ lending resources to make it incumbent upon bank 
oficers to explore new fields within which credit might be safely ex- 
tended. 

Another illustration of uncritical exposition of a type that might lead 
to grief when applied to problems aside from those with which the 
author is required to deal is provided by the following from page 54: 


Personal loans maturing in a year and a half and payable in installments 
promised liquidity and might serve as a protection against inflation. 


It may be true of course that personal loans are among the best of 
inflation hedges. But such a contention needs to be proved. Certain types 
of inflation, by increasing consumers’ living costs more than their dollar 
incomes expand, might impair the collectibility of personal loans. It is 
possible, moreover, that protection against inflation presents a different 
problem to demand deposit banks than to individuals or investment 
companies. The obligations of a commercial bank are dollar debts and the 
dollars banks are obligated to pay depositors are current dollars. It would 
not be at all surprising in the event of a broad advance in commodity 
prices if a bank’s investments in government securities, even though 
these consist largely of long-dated issues, should prove the best inflation 
hedges in its portfolio. Nothing is much closer to cash than an obligation 
of the currency authority. In any event it is probable that the primary 
urge to banks to explore consumer loans more thoroughly was the mere 
fact of reduced money rates and not a consequence of any particular an- 
alysis of the inflation problem. 

Miss Jennings was perhaps under no obligation to widen the field 
of her inquiries and to discuss in terms of fundamental economics the con- 
sequences of increasing consumer loans without other controls than ef- 
forts of individual lenders to avoid collection losses. This aspect of the 
problem has nevertheless been so thoroughly neglected in the literature 
that it seems proper to express the wish that the author had made such 
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an attempt. Are « to be provided with new facilities to get in 
debt merely on th t old facilities were defective? May not the 
faults of the older had the compensating advantage of keep- 
ing debts of consu | afer limits? It is of course possible that 
consumer credit et ept in one form or another the Keynesian 
philosophy that consume: nding must be encouraged because of the 
inadequate investt for savings. But if this philosophy is ac. 
cepted writers in f consumer credits should say so. The teal 
friends of consumer cr re those seeking by critical methods to find 
answers to the fund problems that are involved. 

From another | vy the necessity of considering the problem 
in its wider issue ted. Over-expansion of credit facilities was 
clearly responsibl ll measure for the collapse of our banking 
system in 1932-1 incontrolled widening of consumer loans to 
be permitted to be t id which will drive our credit institutions into 
another condition ‘elopment? As commercial banks enter the 
field of lending rs, industrial banks, for instance, are in a 
stronger position to t they also should be permitted to obtain 
funds by accepti leposits. To the extent that they are em- 
powered to acce| leposits, industrial banks become substan- 
tially identical w rcial banks. They then become creators and 
not mere distribut t. So also may it be with still other insti- 
tutions originally to fill merely neglected nooks in our credit sys- 
tem. Sometime d have to be made whether we shall proceed 
by attempting to confi ferent types of institutions to operations in 
their own special hether we shall permit every institution to 
serve all credit f the latter course is to be followed, addi- 
tional controls of t would now seem onerous will be sug- 
gested to our la lies. The problem, in other words, must 
be thought out i wisely integrated credit system. 

The developm Professor Jennings explains lead thus in their 
fundamental issu cated and difficult problems. Her work will 
aid in their solut ly because of its descriptive material. 

HAROLD L. REED 

Cornell Univer 


La Réglementatio» yes: Economie Libérale ou Economie Dirigée/ 
Etude Critic ues Expériences Etrangéres Récentes. By Max 
CLUSEAU. ( il Sirey. 1938. Pp. xiv, 541. 80 fr.) 

A study of the f banks in Switzerland, Belgium, Germany, 
and United State ) and in Italy since 1921 is presented in two 
parts. Part I, entit! lysis of the reforms,”” devotes one chapter to 
each of the five Each chapter follows the same outline and 1s 
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mainly descriptive. A description of the banking structure, credit policies, 
the crisis of 1929, and bank failures before and during the crisis is followed 
by a detailed account of banking legislation during and following the 
breakdown in banking. 

The story for each country is similar to that for the United States except 
for the scarcity of capital in Europe. The various kinds of banks had ill- 
defined functions and were poorly codrdinated. Loans had been made for 
fxed capital, and property values securing bank loans declined drastically. 
Thus, bank loans became “frozen.” Primary reserves and proprietary cap- 
ital were inadequate and too many secondary reserves did not qualify for 
rediscounting. International deposits became migratory and an unstabilizing 
factor. Depositors became panicky and banks could not meet demands for 
withdrawals. “Reforms” in Europe were similar to those in United States 
also. They were hasty governmental aids to ‘‘bail out” the banks, to protect 
depositors, and they represented hopes, at least, of stabilizing the national 
economies. There were profuse prohibitions of ‘things which were” and 
requirements of “things which were not.” Before 1929 only a few countries 
had banking regulations because of particular circumstances. But since 
1929 banking regulation has become general because of the generality and 
severity of the crisis. All the laws studied present a common character— 
they were laws of circumstances (page 295). Economic nationalization in 
italy and Germany includes almost complete regulation of banking. In the 
Italian banking law the doctrines of a regulated economy triumph most 
completely, and it may be considered the final result toward which other 
banking legislation gradually tends (page 291). 

Part II, entitled “The character (l’esprit) of the reforms,” classifies the 
banking laws under two chapters of 100 pages each on ‘The protection of 
depositors and credit control.” The author not only appraises and enters 
judgment upon the laws but he goes too far afield in undertaking to ex- 
plain and appraise many theoretical topics on money, banking, and business 
cycles. Some of these seem irrelevant; others are sufficiently commonplace or 
aged that readers might have been spared from them; and still others well 
might have been left to their present fortunate slumber. And the cursory 
treatment of some topics casts doubt as to the author’s acquaintance with 
some of the best critical literature. Unity of subject-matter and the limits 
of authoritative scholarship have been exceeded in this respect. The book 
would be more valuable if it were more rigorously factual and historical. 
It bears the marks of haste and immaturity of a doctoral thesis, which it 
probably is. The bibliography is mostly French, with a little German and 
English. American works are very scanty and not well chosen. 
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objective basis in terms of which the more general problem of interest 
determination may be resolved. This basis is ene to reside in a money 
supply curve of the familiar first-year textbook sort which but mirrors some 
generalized conception of “banking costs.’ Although the author weaves his 
argument around the relevant institutional patterns, thus endowing it with 
“realistic” qualities, the whole discussion involves a generalized abstraction 
of an exceedingly misleading variety. 

Denying the existence of a savings function, a good part of the book is 
devoted to an elaboration of the total cost curve of bank credit, it being con- 
stantly reiterated that the banks’ cost of supplying credit in no wise differs 
from any other production cost. Apparently banking costs constitute some 
homogeneous entity whose functional representation in the form of a 
U-shaped cost curve, together with a downward-sloping demand curve mir- 
roring expected — margins, gives the familiar equilibrium intersection 
which is supposed to be of assistance to the confused student of the interest 
problem. Actually, the vague, undifferentiated treatment in terms of banking 
costs does little more than raise a host of questions; some of these might 
have been answered by the author himself had he subjected his particular 
formulation to more all-inclusive analytical and inductive tests. 

Of subordinate importance are three suggestive introductory chapters deal- 
ing with forced savings, some aspects of Mr. Keynes's latest writings on 
interest, and the rdle of risk in interest determination. 


VIRGIL SALERA 


HawTrEY, R. G. The gold standard in theory and practice. 4th ed. (New York: 
Longmans Green, 1939. Pp. ix, 315. $2.50.) 

HopKeR AsCHOFF, H. Geld und Gold. (Jena: Fischer. 1939. Pp. viii, 246. 
RM. 10.) 

KimMeL, L. H. The availability of bank credit, 1933-1938. Stud. no. 242. (New 
York: Nat. Industrial Conf. Board. 1939. Pp. 163. $3.50.) 

Lurrt, H. Das moderne Gold problem als Problem der internationalen Politik. 
Schriftenreihe der Deutschen Wirtschaftszeitung, Heft 5. (Berlin: Deutsche 
Wirtschaftszeitung. 1938. Pp. 68.) 


In this political pamphlet the author attempts to persuade his readers that 
the current interest in the maintenance of the value of gold stems not from 
a desire to regain and extend the useful economic functions it may be made 
to perform, however much the argument may usually be centered _— its 
economic aspects, but from attempts to strengthen “‘artificial” political align- 
ments between the world’s gold-producing and gold-hoarding nations. The 
attitude toward gold is the remarkable touchstone in terms of which the 
author accomplishes the supposedly meaningful division of states as between 
the gold and anti-gold blocks; thus, we are told that, with respect to its 
political or economic aspects or both, the gold problem in the United States 
is in no way unlike that of, say, India. In the light of seemingly countless 
excesses of this sort, the reviewer for one does not see how the argument can 
be taken seriously. 


VIRGIL SALERA 


Murad, A. The paradox of a metal standard: a case history of silver. (Washing- 
ton: Graphic Arts Press. 1939. Pp. xii, 212. $2.50.) 
This book tells the history of silver’s demonetization and gives the back- 
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Written by experienced bankers who give evidence of having read widely 
in the relevant modern foreign literature, this text appears to be one of the 
better works on banking organization available in French. The book 
is divided into four parts, the first two devoted to the concept of credit and 
an analysis of bank operations without reference to any particular country, the 
third is concerned with French bank organization and the fourth with Eng- 
lish, American, and German banking. There is a concluding section on the 
B.S. and international financial codperation. 

The first half of the book, dealing with elementary considerations, 
is rather conventional in pattern, and on the whole is handled with admirable 
objectivity without becoming excessively factual. Central and commercial 
banking, as well as institutional banking, are treated largely in operational 
terms, there being little 5 me devoted to a discussion of such matters as the 
effect of changes in the bank rate, and the interconnections between short 
and long-term interest rates and the problems of investment. However, a 
modest approach to this type of analysis is made early in the book, when the 
problem of short-term credit and economic fluctuations is discussed by ref- 
erence to the views of Bouniatian, Hawtrey, Keynes (the Treatise), and 
Robbins. But aside from the distortion resulting from the great compression 
of the analyses of these writers, the reader is confronted with this con- 
troversial material before having been taken through the chapters dealing 
with central banking, the foreign exchanges, and the weapons of monetary 
policy. Moreover, no mention is made of the relatively recent fact that Mr. 
Keynes has materially altered his views—yet current legal reserve ratios, 
effective since April, 1938, are included in the section on American banking. 

But these are comparatively minor matters; they must not be allowed to 
overshadow the really substantial elements in this balanced treatment 
of modern banking. 

VIRGIL SALERA 


SNIDER, J. L. Credit unions in Massachusetts. (Cambridge: Harvard Univ. 
Press. 1939. Pp, 142. $2.50.) 

This study covers the growth and operation of the credit union in the State 
of Massachusetts from the beginning in 1892, through the enactment of the 
credit union law of 1909 and following the passage of the federal credit 
union law of 1934. Mr. Snider gives a detailed picture of the status of 
credit unions in several typical cities of Massachusetts; divides credit unions 
into their various categories, occupational, community, and ethnic, and com- 
pares the credit facilities offered by credit unions with those of personal 
finance companies, Morris Plan banks and commercial banks. 

The relative position of the credit union in Massachusetts is seen from the 
figures at the end of 1937 which show a loan balance of $13,000,000, 
whereas the figures for personal finance companies and Morris Plan banks 
are $20,750,000 and $3,250,000, respectively (page 70). Snider estimates 
that at the same date the personal loans granted by commercial banks ag- 
gregated $16,500,000 (page 83). These figures indicate that the credit 
union constitutes an important agency in the small-loan field in Massachu- 
setts and is not merely a humanitarian gesture. 

The author feels that there is room for expansion in the credit-union 
movement in Massachusetts. The industrial credit union he finds practicable in 
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manufacturing « ) mploying 250 or more wage-earners, He 
found 336 such lishments in the state with no credit union. 
Among the 1 onclusions reached by the study is the sp. 
periority of the ; contrasted with the personal finance com. 
pany. The rates approximately one-third as high as those of 
the latter and less likely than the personal finance com. 
pany to solicit not to be made. He finds that the credit 
union serves tl f making loans available to its members a 
relatively low 1 t, encouraging thrift on the part of its mem. 
bers and estab r relations in industrial establishments. Pro. 
fessor Snider h he State of Massachusetts a picture that gives 
emphasis to t f the credit-union movement wherever the 
conditions are is type of lending practicable. 
CLYDE OLIN FisHeEr 


THORNTON, H nature and effects of the paper credit of 
Great Britain y F. A. v. Hayek. (New York: Farrar and 
Rhinehart. 193 ) 

WAIGHT, L. Th: anism of the exchange equalisation account 
(New York: } Pp. 204. $2.50.) 

This is by far t ed and the most comprehensive treatment of 
the B.E.E.A. t blished. Although a number of studies of 
the Account ha eviously, all were incomplete and some were more 
misleading that [he present volume consists of a detailed exposition 
of the technigq ons of the Account, a brief history of the major 
developments nalysis of the impact of its operations on the 
British financi Waight brought to his task a wide practical 
familiarity wit hange and money market, and the result is a 
lucid and enl tk, exceptionally free from errors of detail and 
general inter} t evident shortcoming of the book is that the 
author has fa he criticisms that have been raised against both 
the policy and B.E.E.A. and thus gives the impression that it has 
been consides ; than has actually been the case. With this 
qualification it k is wholeheartedly recommended to the academic 
economist as tl nt work that has appeared on the subject and asa 
notable contril ive literature in a highly technical field. 

LOWELL M. PUMPHRFY 


W ALLENBERG, onal monetary questions: a survey of recent 
development (Copenhagen: Internat. Chamber of Commerce 
1939. Pp. 9.) 

WESTERFIELD, | urvey of branch banking in the United States 
(New York Council for the Study of Branch Banking. 1939 
Pp. 39.) 

WILLIAMS, B. I licy of the United States since 1933. (New 
York: Coun Relations. 1939. Pp. 56. 50c.) 

Report pre auspices of the American Codrdinating Con- 
mittee for In _ submitted at the twelfth session of the Inter 
national Stud held at Bergen, August-September, 1939. Pro 
fessors Jame: 1 Jacob Viner served as advisers of Professt 
Williams 
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Wuson, T. R. and QuiRin, H. A. Exchange restrictions in European countries. 
Spec. circ. no. 427. (Washington: Bur. of Foreign and Dom. Commerce. 1939. 
Pp. mimeographed. ) 

Winakor, A. H. State-chartered savings, building, and loan associations in 
illinois, 1920 to 1936. Bull. no. 98. (Urbana: Univ. of Illinois Bur. of Bus. 
Res. 1939. Pp. 45.) 

The Canadian balance of international payments: a study of methods and results. 
(Ottawa: Dominion Bur. of Statistics. 1939. Pp. 251. $1.) 

Devaluation of dollar: a a ft 76th Cong., 15st sess., on bill to extend the time 
within which the powers relating to the stabilization fund and alteration of the 
weight of the dollar may be exercised. Patt 2. March 14, 15, 16, 22, and May 
10, 11, and 18, 1939. (Washington: Supt. Docs. 1939. Pp. 246. 25c.) 

‘ederal Deposit Insurance Corporation: annual report for the year ending Decem- 
ber 31, 1938. (Washington: FDIC. 1939. Pp. xiv, 274.) 


Public Finance, Taxation, and Tariff 


Tax Exemptions. By JAMES W. MARTIN, and Others. Symposium con- 
ducted by the Tax Policy League, December 28-30, 1938, in Detroit, 
Michigan. (New York: Tax Policy League. 1939. Pp. vii, 237. $3.00.) 

After being forewarned in the foreword that the power of tax exemption 

‘an be used to safeguard and to exploit, to subsidize one interest and 

destroy another, to simplify administration and to confuse it, and to vitiate 

a tax or to give it effectiveness,” the reader soon discovers that the sixteen 

authorities who have contributed to this volume are quite sceptical of the 

benefits of tax exemptions. Some exemptions are good and some are bad, 
but the latter appear to be more numerous than the former. Nearly half of 
the symposium is devoted to property tax exemptions. Efforts to lure indus- 
tries from one locality to another by tax exemption are condemned. Taxa- 
tion is usually of minor importance in the location of industries; new 
industries added by tax exemption may be liabilities rather than assets; the 
more permanent enterprises are not much tempted by exemption; and the 
game of exemption degenerates into community competition for industries. 

Direct governmental subsidies to educational and philanthropic institu- 
tions not operated for profit might be preferable to tax exemption because 
subsidies would be known in amount and be subject to periodic checking. 

Tax exemption for religious property is questioned because the church is 

not an object of direct public grants and, by implication, not a governmental 

responsibility. No great change in the exemption of educational, charitable, 
ind religious property, however, is expected. The exemption of public 
housing projects from local taxes is criticized because hidden subsidies of 
unknown amounts are indirectly given by tax exemption, which reduces 
the tax base and increases the taxes on property not exempt. Direct cash 
subsidies to justifiable housing projects, financed by equitable taxation, are 


preferable to tax exemption, but the subsidies should supplement and not 
supplant private investments. 
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difficulties arise largely from the probability that income taxation in any form 
would be unconstitutional in the state of Michigan; but they also involve in- 
tricate additional problems growing largely out of the distinctive background 
in Michigan but resting in considerable measure, as in other states, on general 
egal limitations. In chapter 3, careful, routine comparison with experience in 
selected other states which have attempted various alternative possible solu- 
tions of intangible property tax troubles are drawn. Finally, in chapter 4 an 
examination is made of specific proposals which have been before the Michi- 
gan General Assembly as suggested means of meeting the difficulties. 

~ On the basis of their analysis Messrs. Ford and Wood reach the conclusion 
that the only means of attack on the problem available to Michigan lies in 
dassification of intangibles for low-rate taxation. Although they apparently 
consider exemption of intangible property an ideal approach to meeting the 
situation, they do not give serious consideration to that solution, partly, it may 
be assumed, because it would be politically untenable. 

Students of property taxation should be grateful for this competent survey of 
the situation existing in Michigan and will be ar gratified by the ab- 
sence of bias. Many public finance students are likely to question the finding 
that taxation literature is well-nigh unanimously opposed to imposition of 
ad valorem taxes On representative property. Others will miss analysis of politi- 
cal and administrative factors in the Michigan intangible property tax situation 
analogous to the careful examination of legal and economic issues. 
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GANTENBEIN, J. W. Financial questions in United States foreign policy. (New 
York: Columbia Univ. Press. 1939. Pp. xv, 264. $3.25.) 

HazeLeTtT, C. W. Incentive taxation: a new attack on depression. (New York: 
Author. 1939. Pp. 20.) 

A digest of the current book, Incentive Taxation, published by E. P. Dutton 
of New York in 1936. 

HiitHouse, A. M. Intergovernmental tax exemptions: the municipal yearbook, 
1939. (Chicago: Internat. City Managers’ Assoc. 1939. Pp. 587.) 

Lee, M. W. Anti-chain-store tax legislation. (Chicago: Univ. of Chicago Press. 
1939. Pp. ix, 80. $1.) 

Maccrecor, D. H. Public aspects of finance. (New York and London: Oxford 
Univ. Press. 1939. Pp. 137. $1.75.) 

Professor Macgregor has brought together in this volume lectures given at 
the London School of Economics in 1937 on the subject of ideas contributed 
by the financial discussions in Parliament during the last hundred years. His 
purpose is to use this important historical period to relate the practice of public 
nnance to the theory, a meeting which is less easily accomplished in this field 
than in that of business or banking policy, for Parliaments and ministers change 
quickly and are not selected because of their technical qualifications. However, 
the author has found that questions of theory and principle are greatly enriched 
by being set in this framework of diversified experience and judgment. The 
lectures started with the search for a single reference in Hansard and did not 
end until a whole century of financial debates had been read. 

_ The period analyzed is that of essentially British public finance which endured 
irom about 1840 to the reversal of policy in 1932. It was a period in which 
growing opinion upon the law often depended upon emergency and per- 
sonality. Emergency produced the principles of “classical finance” after 1842 
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and emergency Ov 1932. In the long interval one vigorous 
Chancellor of th another laid his hand upon them and shaped 
them. But never plan.’ The expression /azssez faire is not to be 
found in the lon Corn laws; restrictive factory legislation went 
beside the liberati > and simple expediency dominated the whole. 

The author ha points of interest: the development of the 
doctrine that “‘e is on policy’ and the idea of “'fructification 
and its many af 1 true economic historian’s sense of theory as 
an outgrowth an i ymplicated contemporary economic order he 
carries these ide ides, casting new light on the great Chancel. 
lors as he passe ieves that when we come to the problems of 
today we neither no ford much toward the emergencies of posterity 
The most impo: ire to have right finance, to fill the gaps in 
fair taxation, an ance so that loans do not come too soon or in 
such amount tl t rise to its equitable rates. 

The value of ld not be measured by its size. It is the work 
of an untramme some of its pages are worth whole chapters in 
esteemed 900-p J ic finance. 

ALZADA COMSTOCK 
PooLe, K. E. G policies, 1932-1939. Harvard econ. stud., 66 
(Cambridge: H Press, 1939. Pp. xiv, 276. $3.50.) 
STRAYER, J. R. an H. Studies in early French taxation. (Cambridge 
Harvard Univ Pp. xiii, 200.) 

This volume \onographs: one by Professor Strayer on taxation 
under Philip I Professor Taylor on taxation under Philip V 
The studies we ndently, but both deal with similar aspects of 
the tax problem periods. They consider primarily the tax powers 
of the central the limitations imposed on them by local te- 
sistance. Both nclusion that, in spite of the heavy demands 
on the treasury wars of the period, the royal tax powers were 
not seriously ¢ he weakness of the central government, which 
made it so diff t the heavy taxes, prevented the calling of a central 
assembly, whic cumscribed the constitutional tax powers of the 
monarchs. Eacl rraphs is carefully documented, and the first 1s 
accompanied t ical table of all the tax levies of the period. They 
will be welcos re interested in the development of the tax 
powers of cent 

MABEL NEWCOMER 
SYKES, J. A stud) suthority finance. (London: P. S. King. 1939 
Pp. vii, 307 

This compe English local authority finance includes a history 
of post-war cl ture and revenue, a reasoned analysis of their 
economic and discussion of some of the outstanding prob- 
lems of future ly the possibility of a resort to regionalization 
The author ay stness of the volume. He need not have done 
so, for it is fu more thoughtful than some of the works in the 
field of Englis which have found favor in recent years. 
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With the help of vigorous charts and adequate tables, the historical section 
shows the growth and changing relationships of local expenditure and taxation 
in England and Wales from 1919 to 1935. For much of the new expenditure 
parliamentary legislation, with its acts encouraging housing, electrification, 
dock, road and bridge construction and a host of other enterprises, has been 
responsible. Side by side with these provisions there has been a remarkable de- 
velopment of Exchequer grants to the localities. But in discussing the ways 
in which the new developments were financed the author takes a position that 
students of public finance have long been waiting to see: he says that this sub- 
ject does not call for the fuller treatment given to expenditure, for the reason 
that the raising of revenue is a necessary correlative of the incurring of expendi- 
ture. However, the kinds of revenue that have grown fastest are the Exchequer 
grants and “‘other receipts.’ The latter include “‘trading’—of which receipts 
for electricity and gas services are examples—and housing. 

The discussion of the economic and social effects of these changes is ably 
done, but much of the argument is too closely reasoned for summary in a short 
review. The author concludes that the probable net curtailment of capital ac- 
cumulation has been of so small an order of magnitude as to assume but minor 
importance, that local authority expenditure has, by its persistence, restored 
temporary breakdowns in demand, and that producers have been forced to 
readjust their economic activity to oscillations in relative demands engendered 
by changes in public revenue-raising and expenditure but that no superlative 
amount of harm to the national income has supervened. 

The concluding section states the problems of local authority finance and 
offers recommendations, the chief of which is the draft of a plan for regionaliza- 
tion. That development would involve the acquisition of revenue by the re- 
gional authorities and would therefore mean a far-reaching alteration in the 
fiscal system of England and Wales. 

ALZADA COMSTOCK 


Wicrorss, E. and OHLIN, B. That Swedish budget. (New York: Royal Swedish 
Commission, N. Y. World’s Fair. 1939. Pp. 51. 15c.) 

WILLIAMS, J. K. Grants-in-aid under the public works administration: a study in 
federal-state-local relations. Stud. in hist., econ. and public law no. 459. (New 
York: Columbia Univ. Press. London: P. S. King. 1939. Pp. 292. $3.75.) 

The cost of municipal government in Massachusetts: thirty-second annual report 
on the statistics of municipal finances for the year ending December 31, 1937. 
Pub. doc. no. 79. (Boston: State House. 1939. Pp. xxix, 297.) 

Current trends in chain store taxation. 2nd ed. (New York: Carl Byoir and 
Assoc., 10 E. 40th St. 1939. Pp. 23.) 

Financial statistics of local governments in Oklahoma for the fiscal year ending 
June 30, 1938 (with comparisons to previous years). Bull. no. 36. (Oklahoma 
City: Oklahoma Tax Commission. 1939. Pp. vii, 150.) 

Highway taxation, finance and administration: an outline of policies. (Washing- 
ton: Nat. Highway Users Conference. 1938. Pp. 15.) 

Petroleum and automotive taxation, Reprinted from Petroleum facts and figures, 
ith ed., 1937. (New York: Am. Petroleum Industries Committee. Pp. 
165-194.) 

Property tax administration, Michigan pamph. no. 3. (Ann Arbor: Univ. of 
Michigan Bur. of Govt. 1939. Pp. 21.) 
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-ublic revenues f rages, 1938. (Washington: Distilled Spirits 
Inst. Pp. 54.) 

Statistics of incor Part 2. Compiled from corporation income and 
excess-profits ta al holding company returns. (Washington: 
Bur. of Internal! ! Pp. 235. 30c.) 

Stock transfer tap ition relating thereto. N. Y. State tax bull., 
vol. xxiv, no. 4 House. 1939. Pp. 28.) 

The support of lo vities, (Chicago: Municipal Finance Officers 


Assoc. 1939. Py 


on and Migration 


WwW BOOKS 


GRAUNT, J. Nats ervations made upon the bills of mortality 
Edited by Wa x. (Baltimore: Johns Hopkins Press, 1939 
Pp. xiii, 90. $1 

A reprint in ic tracts edited by Jacob H. Hollander, with 
introduction Dy X 

LAWSON, E. Hisi an negro people, 1619-1918: study outline. 
(New York: \ shop. 1939. Pp. 100. 40c.) 

THOMPSON, E. 7 itions and the race problem: a definition and 
an analysis. (1 v. Press. 1939. Pp. xv, 338. $3.50.) 

WINSEMIUS, A. | ten der internationale Migratie (economic 
aspects of inter ). (Haarlem: Netherlands Econ, Inst. 1939, 
Pp. xvi, 155.) 

WRIGHT, F. C. | 1 survey of international opinion on claim 
for relief from ure. (New York: Columbia Univ. Press. Paris: 
Internat. Inst Codp. 1939. Pp. xvi, 373. $2.) 

roblems and Reforms 
W BOOKS 

ABRAMS, C. Rez (New York: Harper. 1939. Pp. xiv, 320. $3.) 

ANGELL, N. You the morals and economics of the problem 
the truth abou igration and depopulation. Penguin special 
(New York: | Pp. 288. 25c.) 

ARONOVICI, C. / asses. (New York: Wiley. 1939. Pp. xv, 291 
$3.50.) 

BEARD, C. A. Gid n quarrels: an estimate of American foreign 
policy. (New 1939. Pp. 87. 50c.) 

BENES, E. De? 1 tomorrow. (New York: Macmillan. 1939. 
Pp. 258. $3.) 

BERNARD, L. L. ciological aspects. (New York: Macmillan. 
1939. Pp. 72 

CAMPION, H. P roperty in Great Britain. (London and New 
York: Oxford Pp. xvii, 130.) 

Coapy, M. M. wn destiny: the story of the Antigonish move- 
ment of adult nomic codperation. (New York: Harper 
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ConDLIFFE, J. B. The changing structure of economic life. Doc. no. 1. (Paris: 
Internat. Chamber of Commerce. 1939. Pp. 19.) 

CRONIN, J. F. Economics and society. (New York: American Book Co. 1939. 
Pp, xvii, 456. $2.50.) 

DeceN, M. L. The history of the woman's peace party. Stud. in hist. and pol. 
sci., ser. lvii, no. 3. (Baltimore: Johns Hopkins Press. 1939. Pp. 266.) 

Devine, E. T. When social work was young. (New York: Macmillan. 1939. 
Pp. 163. $1.75.) 

Personal recollections, extending over forty years, of special interest to 
those who have to do with organized charities, social settlements and relief 
work. 

Frazier, E. F. The negro family in the United States. (Chicago: Univ. of Chi- 
cago Press. 1939. Pp. 718. $4.) 

Gut, C. Wasted manpower: the challenge of unemployment. (New York: 
Norton. 1939. Pp. 312. $2.75.) 

GoopMAN, K. E. and Moore, W. L. Directed studies and tests in economics. 
To accompany Economics in everyday life. (Boston: Ginn. 1939. Pp. 111. 48c.) 

GosLin, R. and GosLin, O. Don’t kill the goose. (New York: Harper. 1939. 
Pp. x, 169. $2.50.) 

Grecory, E. W., JRr., and Biocoon, L. Introductory sociology: a study of Ameri- 
can society. (New York: Prentice-Hall. 1939. Pp. xxvii, 653. $3.50.) 

Hitter, E. T. Houseboat and river-bottoms people: a study of 683 households 
in sample localities adjacent to the Ohio and Mississippi Rivers. Stud. in the 
soc. sci., vol. xxiv, no. 1. (Urbana: Univ. of Illinois Press. 1939. Pp. 146. 
$1.50.) 

Hoyer, A., and others. Some aspects of Swedish social welfare. (New York: 
Royal Swedish Commission, N. Y. World’s Fair. 1939. Pp. 102. 15c.) 

JOHANNSON, A. and SVENSSON, W. Swedish housing policy. (New York: Royal 
Swedish Commission, N. Y. World’s Fair. 1939. Pp. 47. 15c.) 

KAmPER, O. Wohnungswirtschaft und Grundkredit, mit besonderer Betrachtung 
des nachstelligen Grundkredits im In- und Auslande, (Berlin: de Gruyter. 
1938. Pp. xiti, 485. RM. 20.) 


The volume is one of a series of publications sponsored by the Deutsches 
Institut fir Bankwissenschaft und Bankwesen, and was undertaken as a result 
of the consensus of that organization, that there ought to be in its series of 
publications a representative discussion of the inter-relationship of housing eco- 
nomics and the credit economy. 

Dr. Kimper, chairman of the executive board of the Deutsche Bau- und 
Bodenbank A. G., was invited, in recognition of his thorough acquaintance 
with the housing-credit field, to prepare the desired volume. Assuming that, 
in the housing affiliates, the particular category of finance had been less sub- 
jected to systematic study than any other, Dr. Kamper devotes more than 
one-half of his volume to this phase of the housing problem. Confining him- 
self here almost entirely to the junior mortgage financing field he surveys the 
provisions and practices obtaining not only in Germany, but in the Scandinavian 
countries, in Belgium, France, Hungary and the United States, Italy, Switzer- 
land, England and Australia. 

Public financing, both federal and local, in the sector of direct participation 
rather than in that of guaranteed corporate activity, is traced by Dr. Kamper, 
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in various coun nning of the present century. The study, on 
the whole, atte the housing problem, but to clarify those 
adjustments of nterests which are operating toward a solu- 
tion. One defin ’ rocess is the inadequacy of private economy, 
:n all countries sponsibility for the solution of the housing 
problem 

A seven-pag s, largely continental, and, for the foreign 
student, an ina nplete the volume. } 

A. R. Hasse 

LANpIs. P. H. S rganization and disorganization in process. 
(Philadelphia Pp. 529. $3.50.) 

LANGE, A. Von der W ohnhauses. (Jena: Fischer. 1939, Pp. 77 
RM. 1.80.) 

Lunau, H. I/ls a politique internationale de paix. (Paris 
Boccard. 193 

Meyers, A. L. A roblems. (New York: Prentice-Hall. 1939 
Pp. xiv, 311. $ 

NEURATH, O. M making. (New York and London: Knopf. 
1939. Pp. 15 

NEwMAN, G. B n’s health. (New York: Macmillan. 1939 
Pp. 192. $6.) 

PATTERSON, E. } ba f peace. (New York: McGraw-Hill 
1939. Pp. 264. § 

PraTiER, A. L’é. Paris: Lib. Gén. de Droit et de Jurisprudence 
1939 Pp X11 

PIDGEON, M. | M. T. Employed women and family support 
Bull. of Won 3. (Washington: Supt. Docs. 1939. Pp. v, 
>7.. 

RAUTENSTRAUCI noney? a study in the economics of scarcit) 
and plenty Re k: Harper. 1939. Pp. xiii, 122. $1.50.) 

ROSEN, J. Das | in Deutschland: Untersuchungen iiber die 
Untergrenze de (Ziirich: Oprecht. 1939. Pp. 90.) 

RUSSELL, H. and 1. Legal problems in the housing field. Patt. | 
Private housi y HORACE RUSSELL. Part 2. Legal aspects « 
public housing ERLING. A technical monograph on one phas 
of housine bi dustrial Committee of the National Resource: 
Committee. (® Docs. 1939. Pp. 76. 25c.) 

SICKESZ, W. C. ¢ 1y to unprecedented prosperity. (Amsterdam 
Author, Vond Pp. 54. $1.75.) 

Advocates t hinery which is becoming obsolescent, and 
thus giving et lacements. The unemployed would thus be 
absorbed 

Sims, N. L. The inge. (New York: Crowell. 1939. Pp. vutt, 
477.) 

THORNTON, J. | ind social change. (Washington: Brookings 
Inst. 1939, Pp 

A book of 1 , chapters by some thirty writers, treating o! 
science and inv ialism, nature of the economic system, economic 


significance of les and depressions, and social trends. One 
of the choices Book Club. 
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Wess, J. N. and BRowN, M. Migrant families. Res. monog. xviii. (Washington: 
Supt. Docs. 1938. Pp. xxx, 192.) 

WeLk, W. G. Current programs of social reform. Aquin papers no. 3. (St. Paul: 
College of St. Thomas. 1939. Pp. 18. 25c.) 

WricHT, Q., and others. Windows on the world: American views on attempts 
to organize international life. (New York: Columbia Univ. Press, for League 
of Nations. 1939. Pp. ix, 122. 50c.) 

Among the seven articles are “Attempts at freer trade,” by Henry F. Grady, 
and “Social welfare by codperation,” by Grace Abbott. 

Civilization in progress: how to end depressions and to put all jobless to work 
at $40.00 per week on self- paying jobs. By a shoe manufacturer of Lynn, Massa- 
chusetts. (Boston: Humphries. 1939. Pp. 42. 25c.) 

Le collogue Walter Lippmann. Travaux du Centre Internat. d'Etudes pour la 

Rénovation du Libéralisme, cahier no. 1. (Paris: Lib. de Médicis. 1939. Pp. 

110. 15 fr.) 

The economic effects of pari-mutuel horse racing as measured by the experiences 

of other states: a report of findings in a survey by the Research Department, 

New Jersey State Chamber of Commerce. (New York: Preserve the Constitu- 

tion—Defeat Pari-Mutuel Amendment, Inc., 156 5th Ave. 1939. Pp. 24.) 

Fifth annual report of the Federal Housing Administration, for the year ending 
December 31, 1938. (Washington: FHA. 1939. Pp. 176. 25c.) 

The law and women’s work: a contribution to the pi of the status of women. 
Stud. and rep., ser. i, no. 4. (Geneva and Washington: Internat. Labour 
Office. 1939. Pp. xii, 590. $3.) 

Quantity and cost budgets for four income levels: prices for San Francisco, March, 
1939. (Berkeley: Univ. of California Press. 1939. Pp. 96. 75c.) 

Quantity and cost budget for a single working woman: prices for San Francisco, 
March, 1939. (Berkeley: Univ. of California Heller Committee for Res. in 
Soc. Econ. 1939. Pp. 10. 15c.) 

Rights of performers in broadcasting, television and the mechanical reproduction 
of sounds. 26th sess., rep. A. (Geneva: Internat. Labour Office. 1939. Pp. 128.) 

Social education: Stanford Education Conference. (New York: Macmillan. 1939. 
Pp. 319. $1.75.) 

Soctal Security act: hearings, 76th Cong., 1st sess., on an act to amend the Social 
Security act, and for other purposes, June 12, 13, 14, 15, 26, and 29, 1939. 
Rev. print. (Washington. Supt. Docs. 1939. Pp. 554. 55c.) 

Social security in the United States, 1939: a record of the Twelfth National Con- 
ference on Social Security, New York City, April 14 and 15, 1939, together 
with a census of social security in the United States. (New York: Am. Assoc. 
tor Social Security. 1939. Pp. 235. $2.) 

Standards for non-profit hospital service plans. Rev. ed. (Chicago: Commission on 
Hospital Serv., Am. Hospital Assoc. 1939. Pp. 12.) 
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ARMSTRONG, B. N. The health insurance doctor: his réle in Great Britain, Den- 
mark and France, (Princeton: Princeton Univ. Press. 1939. Pp. xii, 264. $3.) 
Curr, W. Calling the life underwriter: a course of instruction discussing the 


methods and principles of selling insurance. (Cincinnati: Nat. Underwriter 
Co. 1939. Pp. 222. $2.) 
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RosE, D. C. The policyholders’ interest in equity investments. Address at the 
34th annual meeting of the American Life Convention, Chicago, Illinois, Octo- 
ber 3, 1939. (New York: Investment Counsel Assoc. of America. 1939. 
Pp. 26. 

a S. N. The truth about savings bank life insurance. (New York: 
John Street Pub, Co. 1939. Pp. 48. 35c.) 

simon, L. G. Corporation and partnership insurance. (Cincinnati: Nat. Under- 
writer Co. 1939. Pp. 224. $2.50.) 
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Federal Aid for Relief. By EDWARD AINSWORTH WILLIAMs. (New York: 
Columbia Univ. Press. 1939. Pp. iii, 269. $3.25.) 

This book covers the period 1933 to 1935, when the Federal Emergency 
Relief Administration was actively operative. After presenting briefly an 
account of the forces leading up to federal financial participation the book 
outlines and discusses the part played by the F.E.R.A. and attempts to 
evaluate the efficacy of the grant-in-aid method for relief purposes. With 
only a vague congressional mandate regarding the nature of the program 
and faced with innumerable difficulties, the F.E.R.A. created its own 
policy and program. The book discusses in detail the control devices and 
sanctions utilized by the federal agency. The author, a member of the 
Division of Statistics and Economic Research of the W.P.A., believes 
that “‘on the whole, it can be said that the relief problem was a test of 
the efficacy of the grant mechanism in American goverment, and that 
from 1933 through 1935, the F.E.R.A. met the test adequately” (p. 
239). Insofar as intergovernmental relationship in work relief is con- 
cerned in the future the author states that “if work relief is the goal, a re- 
turn to the grant system, would be distinctly disadvantageous, at least for 
the present” (p. 265). Presumably this conclusion is due to the fact the 
grant-in-aid device does not permit as strong control of the relief program 
as is possible under a W.P.A. arrangement. 

In many respects this book, by one who has been intimately connected 
with the F.E.R.A. and the W.P.A., presents an excellent descriptive sur- 
face picture of the relief set up during a critical period of federal-state 
relationship. It does not, however, penetrate far enough in its discussion 
of some of the crucial issues which arose. Nor does it always give con- 
vincing explanations of the course of events. This is particularly true 
tegarding the substitution of the W.P.A., a federalized program, for 
the FE.R.A., a federal-state arrangement. Why the grant mechanism 
should have been abandoned by F.E.R.A. and W.P.A. at the same time 
that it was being incorporated into the social security program remains 
4 mystery—unless we draw the conclusion that those who administered 
the relief program felt their control weakening and sought the federalized 
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program as a means y their power and of continuing policies, 
The book does 1 sly dispose of the question of politics 

in relief. Regarding f congressional attempts to influence 

federal grants, it st is no evidence that these actions in- 
fluenced the F.E.R (p. 200) and supports its conten- 
tion by citing a on [he Annalist. The reviewer wonders 
whether this article pporting data which could be offered. 

In another place, v r of the W.P.A., it states that “the out- 

break of politics h kept within bounds . . .” (p. 265). 

Again, in speaking R.A., it says ““. . . the central office at Wash- 

ington was itself al pletely free from politics” (p. 233). What 

is meant by ‘‘withi | “almost completely free’’—tantalizing 
phrases that arous 1 that call for discussion? Besides the 
political aspect of t tion, there is practically no discussion of 
organized labor’s oj ulled prevailing wage policy. 
T. L. Norton 
University of Ba 
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1938. (London: | Office. New York: British Library of In- 
formation. 1939 
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of socialism and « n: Christopher Pub. House. 1939. Pp. x1, 
154. $1.75.) 

Here is a disc ll ready for the crowds on Boston Common 
of a Sunday afte: with his eye on the printed words, express: 
ing whole-souled det nd unqualified praise, may easily hear the 
orator’s voice. T1 written to set right the man in the street, 1s 
not without exhibit : intended to impress the professional econ- 
omist as well. Fi is equipped with the necessary definitions ot 
fundamental con it is explained that capitalism is “a natural 


law whereby the sts itself to the intricate workings of busi 
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5, A ness relations,” and that competition “is the natural law that will curb the 
™ EA power of avarice and trusts.” Later, one learns that a sales tax is one ‘‘that 
‘4 compels everyone to pay according to his ability to pay.” 
cF The main objects of the treatise are to expose the fallacy of the “surplus 
n- 7 value or profit theory” of Karl Marx and then to make it clear that without 
n- competition there can be no a and without capitalism no democracy. 
rs EF For these ends, the author, undaunted by the “multitude of syllogisms” they 
d a contain, undertook an examination of Das Kapital, volumes, one, two, and 
” three. He is able to point out many errors which “Marx should have discov- 
wd ered himself,” had he not been “so obsessed with his surplus value theory that 
)). he couldn’t see any logic.’ The lesser socialists are also found to contradict 
sh- themselves, but their major offense is their refusal to support a candidate on 
hat © any other party ticket, “a stroke at democracy and the American Constitution.” 
ing § The evils of our present difficulties may be remedied, we are told, if “big 
the | business is compelled by government to sell its commodities on the basis of a 
of just and fair valuation which would make prices so reasonable that everybody 


that wanted anything could buy it.” 
In a final line-up of the isms, a preference is expressed which may have a 
y deeper significance than at first appears. It is put as follows (p. 145): 
“Of the two lines of thought, fascism and nazism are partially conforming 
to the natural law of profits, which gives it force and dictatorial strength, 
while communism and socialism aim to repeal the natural laws of competi- 


ing. tion and profits, as the main and primal objective which is a deadly thrust 
at democracy and opposed to individual and natural rights.” 
San Here we have the way pointed out for a wise choice when the time comes for 
939, making a choice and it may be that the opportunity to give this advice was 
the real motive for writing the book. 
aber, Amy HEWES 
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evaluating Mises’ work, which made its 


Ideas which seem scarcely novel in this able 


lition may have been important contribv- 
first German edition appeared in 1928 
s intended as a logical development of 


lirected toward non-mathematicians. It is 


ideas are expressed in the language of the 
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The present volume has been prepared with the purpose of submitting to 
statistical test some of the theories which have been put forward regarding 
the character and the causes of the business cycle. With a view to illustrating 
the method of multiple correlation analysis, three examples of its applica- 
tion to economic phenomena have been given: these examples relate to fluc- 
tuations in total investments, residential building and net investment in railroad 
rolling-stock. 

The statistical data of Germany, United Kingdom, United States and 
France for the pre-war period were used in the calculations, but for the post- 
war period the statistics of the United Kingdom and the United States only 
were used. The documentation for this country appears to be fairly complete 
and the — shows commendable restraint in drawing conclusions from 
the data published. 

This volume of method will be followed by an analytical study on the 
post-war business cycles in the United States. 


J. C. Rocca 


TRELOAR, A, E. Elements of statistical reasoning. (New York: Wiley. 1939. 
Pp. xi, 261. $3.25.) 

Intermediate statistics: a simplified, concise presentation of the important meth- 
ods of statistical computation constituting a comprehensive text for the junior 
statistician and similar civil service examinations. (Milwaukee: Pergande Pub. 
Co. 1939. Pp. 112. $2.) 
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GreENwoop, F. R. S. The social distribution of university education (with discussion). 
Jour. Royal Stat. Soc., part iii, 1939. Pp. 29. 

HopKINS, A. L. Consumer. producer relationship. Vital Speeches, Sept. 1, 1939. Pp. 4. 

JoHNSON, A. Instead of the New Deal. Yale Rev., Autumn, 1939. Pp. 10. 

MARSHALL, T. H. The recent history of professionalism in relation to social structure 
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WewnricH, E. Die versicherte Gruppe als soziales Gebilde. Zeitschr. f. die Ges. Ver- 
sicherungs-Wiss., June, 1939. Pp. 7. 
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Edwin Robert Anderson Seligman, 1861-1939 


All members of the American Economic Association know of the prominent 
rile played by Professor Seligman in the development of economic thinking, 
teaching, and practice. Many of them have been his upils; all have profited by 
his writings. Before most of the present members am their studies he had 
become an eminent authority, and his productivity remained a marvel for more 
than forty years. Research workers, public officials, and philanthropists looked to 
him for guidance. Yet few of those whom he aided realized how many-sided 
were his services. 

The son of a public-spirited banker, he was born in New York City eleven 
days after Fort Sumter fell, and named for its defender. Growing up in a family 
of wide cultural interests, vitality, and wealth, he worked as hard as any of the 
poor boys whose “‘success stories” were spun by his tutor, Horatio Alger, Jr., 
for the edification of American youth. He had special aptitude for acquiring 
languages. Well grounded in the classics at home, he passed on at eleven to the 
study of German, French, Italian, and Spanish in the Columbia Grammar School, 
and at fourteen entered Columbia College, where he added Dutch and Russian. 
In his senior year the influence of Professor John W. Burgess turned his interests 
toward political science. On graduating at eighteen he chose a scholar’s career 
despite his father’s wish that he enter the family bank—a choice the more note- 
worthy because he possessed a quickness in analyzing complicated problems and 
an ability in negotiation that would have won him success in business. But his 
family shared his respect for intellectual pursuits and loyally supported his plans. 

In 1879 the young scholar went abroad for further study. One semester in 
Berlin, three in Heidelberg, a year at the Sorbonne and the Ecole des Sciences 
Politiques, supplemented by vacations in Italy and England, gave him a broad 
view of European work in the social sciences and acquainted him with many of 
the leading workers. Returning home in the autumn of 1882, he entered the 
School of Political Science that had just been formed at Columbia, and at the 
sume time began the study of law. Two years later he received the degrees of 
Ph.D. and LL.B. 

Wide-ranging knowledge was the ideal of the School of Political Science in 
those days; Dr. Seligman embodied the ideal and was awarded a prize lectureship 
in 1885. He was required to give at least twenty lectures a year presenting “the 
results of original investigations.” Dr. Joseph Dorfman tells me that his first 
course is not mentioned in the official announcements; but they show that in 
1886-87 he dealt with ‘The History of Political Economy,” to which he added 
in successive years “Railroad Problems,” “The Financial History of the United 
States,” and “Tariff History.” Presently the ambitious faculty planned a series 
of books covering the whole field of their work. More by chance than by fore- 
sight, they assigned public finance to their youthful recruit. This accident focused 
his studies upon the field in which he rapidly won fame. The Shifting and Inci- 
dence of Taxation appeared in 1892, Progressive Taxation in 1894, and Essays 
m Taxation in 1895. The first book has passed through five editions, the second 
through two, the third through ten. All three have been translated into French, 
eh or more into German, Spanish, Czechish, Russian, Chinese, Japanese, and 
Manratti. 

Though Professor Seligman now had a “‘specialty’’ at which he continued to 
work assiduously to the end of his days, he had energy and interest to spare for 
many other matters. Indeed, the story of his activities becomes too complicated 
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ind he labored hard on the outside to win public support for a sound policy. After 
the war he pointed out the dangers of putting pressure upon the country’s recent 
allies for full payments of their huge debts to the federal government. In 1920 
he was called to Washington again to participate in the anxious discussions of 
riilway finance. Later he fought against the general sales tax, then favored by 
many business-men. At the request of Charles E. Hughes, his fellow student in 
law school who had become Secretary of State, he worked with Sir Josiah Stamp, 
Senator Einaudi, and Professor Bruins on the League of Nations committee that 
drew up the Report on Double Taxation, published in 1923. 

Amidst all these scientific and practical labors, Professor Seligman kept up his 
courses in the School of Political Science and presided over the growing depart- 
ment of economics. Also he edited for many years the Political Science Quarterly 
and the Columbia Studies in History, Economics and Public Law, of which more 
than four hundred and fifty numbers have been issued. The economic disserta- 
tions in this series bear the names of Chinese, Japanese, British Indians, Armeni- 
ans, Turks, Russians, Hungarians, Roumanians, Egyptians, Greeks, and South 
Africans, not to mention nations less distant and more addicted to scientific 
thinking. Eminent scholars, professional men, and officials appear in the list, and 
many more would be added if all who enjoyed Professor Seligman’s teaching 
were included, His personal interest in his students extended beyond the seminar 
room and continued after they left Columbia. A reticent youngster wondering 
how he could afford another semester of study was now and then surprised by 
a call to the departmental office, a frank inquest into his affairs, some shrewd 
advice about how to help himself, or the offer of a loan. 

Having taught for forty-six years and turned seventy, the McVickar Professor 
of Political Economy became professor emeritus in 1931. A grave heart attack 
kept him in bed for several months, but he recovered remarkably and resumed his 
writing, book collecting, public lecturing, and advising upon financial problems. 
To the end he maintained his zest for work and his good cheer. Imposing as is 
the list of his works, of which only a few have been mentioned here, he left a 
copious bibliography for a projected history of economics, and a huge manuscript 
upon the financial history of France during the eighteenth century—characteristic 
products of his erudition. What parts of these materials are in shape for publica- 
tion is not yet determined. To whatever age he might have lived Professor Selig- 
man would have left some tasks unfinished ; for the work to which he gave him- 
self as scholar, teacher, and citizen has no end. What he did will long intrigue the 
minds of men, either because of its curious interest or because of its continuing 
importance, 


WEsLEY C. MITCHELL 
Columbia University 


James Harvey Rogers, 1886-1939 


James Harvey Rogers, Sterling Professor of Economics at Yale, was killed in 
an airplane crash at Rio de Janeiro on August 13, 1939. Before this tragic accident 
cut short his career, Professor Rogers had achieved international recognition as a 
teacher of economics and as an authority and advisor on monetary affairs. His loss 
will be keenly felt by his colleagues and his students, graduate and undergraduate 
alike, to whom he was a well-loved teacher, counsellor, and friend. 

Professor Rogers was born on September 25, 1886, at Society Hill, South 
Colina, the son of John Terrell and Florence Coker Rogers. He prepared for 


cober 
te for 
Ipzig, 
Me 
Press, 
upon 
many 
ted to 
le and 
Eco- 
of the 
other 
ences 
loving 
Dest 
ers. Its 


914 


college at St. David 


in 1906, and receiv 


subsequently receive 


the Ph.D. in 1916 
the University of ¢ 
under Vilfredo Par 


conferred upon hin 


versity of Missouri 
In 1917, after « 


souri, he became Sta 


overseas as first li 
fessor of economics 
of economics at ¢ 
versity of Missouri 


economy, and in tl 


nomics. Five times 


School of Internati 
chiefly with gradua 


Pierson College, to 
Professor Rogers 
Economic Changes 
as one of a commit 
through 1937, he 
League of Nations 
to President Roos 
he went to China, | 
He was both a proj 
the use of budgeta 
and unhealthy boot 
reasonable period « 
chase policy, and h 
ficial scarcity and { 
Of his numerou 
Weighs Her Gold 


chosen by the edit 


Capitalism in Cri 

and the Money M 
1929, and Harne 

wrote the section 

Committee on Rex 
employment, 192‘ 
World” in The 1 
1937. He codperat 
edition of The M 
articles in various 
logued here, but th 


Yale Unive rsity 


916 


bhical Notices 


sated from the University of South Carolina 
1907. He then entered Yale where he 

the B.A. in 1909, the M.A. in 1913, and 
rs of this period he studied mathematics at 
rious times he studied in Europe, notably 

ty of Geneva. Honorary LL.D. degrees were 
of South Carolina in 1934 and the Uni. 


tor in economics at the University of Mis. 
ncil of National Defense, and later served 
Inance Department. He was associate pro- 
f Missouri, 1919-1920, assistant professor 
ind professor of economics at the Uni. 
30 he came to Yale as professor of political 
was appointed Sterling Professor of Eco. 
1935 he served as lecturer at the Geneva 
though his service at Yale was concerned 


ntinued, in his teaching and as a Fellow of 


interest in undergraduates and their work 
President Hoover’s Committee on Recent 
s named by Dr. Nicholas Murray Butler 
investigate the economic crisis. From 1933 
Member of the Economic Council of the 
however, for his work as financial advisor 
personal representative of the President, 
study the silver situation in those countries 
inating critic of the New Deal. He favored 
luses as a means of controlling depressions 
1 that the federal budget be balanced over a 
1 the N.R.A., and A.A.A., the silver pur- 
renerally, because of the philosophy of arti- 
n which they were based. 
les, the most generally known are America 
led in a list of “fifty notable works of 1931’ 
of the American Library Association, and 
38. He was the author of Stock Speculation 
Process of Inflation in France, 1914-1927 
foney Power, with Lionel D. Edie, 1933. He 
s and Foreign Credits” of the Report of the 
inges of the President’s Conference on Un 
on “Monetary Initiative in a Traditional 
ry Experience, edited by Arthur D. Gayer, 
Arthur Livingston in preparing the American 
Vilfredo Pareto, 1935. Professor Rogers 
in this country and abroad cannot be cata- 
is suggested by the titles of his larger yy 
R. C. J. 


Notes [ December 


NOTES 


Olina 

te he The fifty-second annual meeting of the AMERICAN ECONOMIC ASSOCIATION 

, and will be held in Philadelphia, Pennsylvania, December 27-29, with headquarters 

ics at xt the Bellevue-Stratford Hotel. The preliminary program has been arranged 

rtably as follows: 

were Wednesday, December 27 

- \0:00 A.M. 1. The Objectives of Monetary Policy—chairman, Arthur W. Mar- 

Mis. get, University of Minnesota 

teved Papers: Frank D. Graham, Princeton University, “Money and Monetary 

cane. Policy as Retarding, Neutral, and Stimulating Factors in Economic Life” ; 

As B. H. Beckhart, Columbia University, “Monetary Policy and Bank 

Uni- Portfolios” ; Howard S. Ellis, University of California, “Monetary Pol- 

litical icy and Investment” 

- Discussion: Ray B. Westerfield, Yale University; Redvers Opie, Oxford 

‘can University; Raymond J. Saulnier, Columbia University 

ened (0:00 A.M. 2. Economic Issues in Social Security Policy—chairman, John B. 

a of Andrews, American Association for Labor Legislation (joint session 

al with the American Association for Labor Legislation) 

Loans Papers: Sumner H. Slichter, Harvard University, “The Impact of Social 

Butler Security Legislation upon Mobility and Enterprise” ; J. Douglas Brown, 

1933 Princeton University, “Economic Problems in the Provision of Se- 

of the curity against Life Hazards of Workers’; Eveline M. Burns, Colum- 

, om bia University, “Economic Problems in the Provision of Security 

sident against Employment Hazards of Workers” 

aie 2:30 P.M. ROUND TABLE CONFERENCES (joint session with the American 

Association for Labor Legislation) 

iatane 1. Economic Issues in Social Security Policy—chairman, J. Douglas Brown, 

een, Panel discussion of papers of morning session: E. Wight Bakke, Yale Uni- 

if P ra versity; Frank T. de Vyver, Duke University; Richard A. Lester, Uni- 
versity of Washington; Edwin E. Witte, University of Wisconsin ; George 

rN H. Trafton, American Association for Labor Legislation 


1931” 2. The Behavior of Bank Deposits in the Business Cycle—chairman, James 
W. Angell, Columbia University 


om Papers: Fritz Machlup, University of Buffalo, “Bank Deposits and the 

1927 Stock Market in the Cycle”; Rifat Tirana, Federal Reserve Bank of 

33 He New York, “International Aspects of Cyclical Deposit Fluctuations” ; 

‘of the Martin Krost, Board of Governors, Federal Reserve System, “The Sig- 

tle. nificance of American Deposit Movements since 1929" 

Sitional Discussion: Paul T. Ellsworth, University of Cincinnati ; Walter Gardner, 

ie Board of Governors, Federal Reserve System; Norris Johnson, Federal 

a Reserve Bank of New York 

Rogers 3. Problems in the Teaching of Economics—chairman, Raymond T. Bye, 

University of Pennsylvania 

Sales Papers: Broadus Mitchell, Occidental College, ‘“The Teaching of Con- 

CJ troversial Questions” ; Amy Hewes, Mount Holyoke College, “Revision 

ial of the Elementary Course’; William W. Hewett, University of Cin- 
cinnati, “The Use of Economic Principles in the Teaching of Applied 
Subjects” 
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Discussion: M er, University of Chicago; Paul M. O'Leary 
Cornell Ur 

4. Price Con Fair Trade” Legislation—chairman, Ewald T 
Grether, Un ifornia 

Papers: Corv Department of Justice, ‘Appraisal of Fair 
Trade and Acts’; Harry J. Ostlund, University of Min. 
nesota, “Tl Fair Trade Laws in the Drug Trade’: Rein. 
hold P. W Regulation Review, “European Experience with 
Price Cont: 

Discussion: ] University of Chicago; Nathan Isaacs, Harvard 
University 

5. Problems Commercial Policy—chairman, Percy W. Bid. 
well, Coun Relations 

Papers: Hart e, Brooklyn College, “The Relation of American 
Foreign T1 New Deal Domestic Policy”; Frank A. Southard, 
Jr., Cornel [he Conflict of American Foreign Trade Poli 
with Tota ples”; E. Dana Durand, United States Tarif 
Commissic War on American Import Trade” 

Discussion: ¢ tlesey, Princeton University ; Calvin B. Hoover, 
Duke Uni 

5:00 P.M. MEETI EXECUTIVE COMMITTEE 
8:00 P.M. PRESII ES (joint session with the American Socio- 

logical S n, President Thomas S. Gates, University of 
Pennsylvat Viner, American Economic Association; Edwin 
H. Suther Sociological Society 


lay, December 28 
9:00 A.M. BUSIN 


10:00 A.M. 1. 7 n Problem—chairman, D. Philip Locklin, 
University 
Papers: Jos¢ Interstate Commerce Commission, “The Ad- 
justment of ] t 1) Competing Forms of Transportation”; C. § 
Morgan, I: rce Commission, ‘“The Question of Transports. 
tion Subsi Reference to Highways”; William J. Cunning: 
ham, Har [he Possibility of Railroad Economies through 
Amalgam Ordination” 
Discussion: ‘ Association of American Railroads; Herbert E 
Dougall, University 
2. Preserving yn versus Regulating Monopoly (joint session 
with the tical Association and the American Farm Eco- 
nomic A irman, Edward S. Mason, Harvard University 
Papers: Cor is, Department of Justice, “Can Antitrust Policy 
Preserve ‘ Paul T. Homan, Cornell University, “In What 
Areas Sh ' st Policy Be Replaced”? Donald H. Wallace, Wi 
liams CG t Kinds of Public Control Are Applicable in 
These At 
2:30 P.M. ROt NFERENCES 
1. Preservis versus Regulating Monopoly (joint session with 
the Ame: Association and the American Farm Economic 
Associati Edward S. Mason, Harvard University 
Discussion rning session: Jerome Frank, Securities 20 
Exchange Leon Henderson, Securities and Exchange Com- 
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Leary, mission; Melvin de Chazeau, University of Virginia; Milton Katz, 
Harvard University; Saul Nelson, Bureau of Labor Statistics 
ld T. 2. Theory of International Trade—chairman, F. D. Graham, Princeton 
Universi 

f Fair seat Gottfried Haberler, Harvard University, “The Present Status of 
Min. the Theory of International Trade” ; Wassily W. Leontief, Harvard Uni- 
Rein- versity, “The Pure Theory of Transfer” ; Harry D. White, Treasury De- 
© with partment, “Stabilization Funds and International Trade” 

Discussion: Charles R. Whittlesey, Princeton University; Paul T. Ells- 
‘arvard worth, University of Cincinnati 

3. Collective Bargaining and Job Security—chairman, George W. Taylor, 
Bid. University of Pennsylvania 

Papers: Frederic H. Harbison, Princeton University, ‘Seniority Rights” ; 
nerican David Weintraub, National Research Project, “Union Policies relating 
uthard, to Technological Developments”; Waldo E. Fisher, University of 
» Policy Pennsylvania, ““Wage Policy and Employment Opportunity” 
- Tariff Discussion: Alfred E. Hoffman, American Federation of Hosiery Workers; 


Merion H. Hedges, International Brotherhood of Electrical Workers 

4, Banking Reform through Supervisory Standards—chairman, Leonard 
L. Watkins, University of Michigan 

Papers: Homer Jones, Federal Deposit Insurance Corporation, “A General 
Appraisal of Present Rules and Procedures” ; Roland I. Robinson, Board 
of Governors, Federal Reserve System, “Appropriate Objectives and 
Functions of Supervisory Standards” 

Discussion: Cyril Upham, Deputy Comptroller of the Currency; Robert 
G. Rodkey, University of Michigan; Laurence R. Lunden, University 
of Minnesota 

5. The Incidence of Taxation—chairman, Harry Gunnison Brown, Uni- 


Hoover, 


1 Socio- 
rsity of 
Edwin 


Locklin, versity of Missouri 

. Papers: James K. Hall, University of Washington, “The Incidence of 
The Ac- Death Duties”; Henry C. Simons, University of Chicago, “Incidence 
C8. Theory and Fiscal Policy” 
ansporta: Discussion: Harold M. Groves, University of Wisconsin; M. Slade Ken- 
-unning: drick, Cornell University; Tipton R. Snavely, University of Virginia 
through 8:00 p.m. ECONOMIC PLANNING 

Papers: Benjamin M. Anderson, Jr., University of California at Los An- 

etbert E. geles, “Governmental Economic Planning’; Calvin B. Hoover, Duke 

. University, “Planning and the Problem of Full Employment’’; Mortiz 
t ™- J. Bonn, London School of Economics, ‘‘Planning and Peace” 
arm Eco: 
Jniversity Friday, December 29 
ast Policy 


(00 A.M. BUSINESS MEETING 
10:00 A.M. 1. The Growth of Rigidity in Business—chairman, Schofield An- 
drews 
Papers: N. S. B. Gras, Harvard University, “During the Middle Ages’’; 
Violet Barbour, Vassar College, ‘Sixteenth and Seventeenth Centuries” ; 
Earl J. Hamilton, Duke University, “During the Eighteenth Century” ; 
Herbert Heaton, University of Minnesota, “Since the Industrial Revolu- 


‘In What 
ace, Wil 
licable in 


ssion with 


Economic tion” 

Discussion: Max Handman, University of Michigan; Rufus S. Tucker, 
G 

nge Cot eneral Motors Corporation 
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918 Votes [December 
2. Economics of an, E. M. Patterson, University of Penn- 
sylvania 
Papers: Frederick of Social Research, “Influence of Pre- 
paredness on Economic Life’’ . Frank G. Dickinson, 
University of ter-Cost of the World War to the United 
States ; siegt y-Wantrup, University of California, “The 1 
Relations of W Agriculture” ; Bruce Knight, Dartmouth Ec 
College, “Post War a 
12:00 M. MEETING « E COMMITTEE Bek! 
1:00 P.M. LUNCHE( (joint session with the Business Historica] Cas 
Society ) —chai Ebersole, Harvard University 
Open discussion f Rigidity in Business 
2:30 P.M. ROUND 1 NCES 
1. Economics of Charles O. Hardy, Brookings Institu- 
tion Div 
Paper: Aaron I Does Inflation Change the Economic Dru 
Effects of W f papers at morning session and of Mr. , 
Director's pat Heilperin, New York; Herbert Zassenhaus. 
Juniata Colleg ss, Department of Agriculture; Gerard Had 
Colm, Depart ; Herbert Stein, Washington, D.C. Hor 
2. Population P n, Alvin H. Hansen, Harvard University Hov 
Papers: Joseph Duke University, “Population Movements Kre 
and Economi Otto Nathan, New York University, Kre 
“Population M | Cyclical Movements’; O. E. Baker, De- 
partment of A nt-Day Population Trends and Ameri- Met 
can Agricultu 
Discussion: Lew New York; Morris A. Copeland, Central YL 
Statistical Boa University of North Carolina; Hans W. 
Staudinger, N ial Research 
3. Recent Book n (joint session with the American 
Marketing Asso rman, Theodore N. Beckman, Ohio State - 
University 
Papers: Hazel K f Chicago, “Consumption in Our Society” 
by Hoyt and nd the Economic Order” by Waite and 
Cassady; Hor r, University of Buffalo, “The Consumer- 
Buyer in the M s and “Consumers and the Market’ by Stad 
Reid; Willa Jew York University, “Economics for Con- Tebk 
sumers’” by ‘ ncome and Consumption” by Vaile and 
Canoyer Vek 
Discussion by t Ralph Cassady, Jr., University of California; Wie 
Jessie V. Co f Missouri; Margaret G. Reid, Iowa State | 
College; Lela Denison University; Roland S. Vaile, Uni- d 
versity of Mi 
4. Cost Funct Relation to Imperfect Competition (joint ther 
session with the Society) —chairman, Theodore O. Yntema, val 
University of 
Papers: J. M. ( University, “Some Speculations as to the | 
Requirements | Distinct from Ideal Competition” ; Joel im: 
Dean, Unive: Statistical Cost Curves in Various In- Nes 
dustries’’; Re man, R. H. Macy and Company, “Cost ~ 


N ote 


F 
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Functions in the Department Store’; R. H. Appert, White and Case, 
“The Cost Function for the United States Steel Corporation and Its 
Relation to Price’ 

Discussion: George J. Stigler, University of Minnesota 


The following names have been added to the membership of the AMERICAN 
ECONOMIC ASSOCIATION since 1: 


Burke, J. P.O. Box, Colorado Springs, Colo. 
Cassels, J. % Inst. for Consumers Education, Stephens College, Columbia, Mo. 
assidy, H. M., Dept. of Social Welfare, Univ. of California, Berkeley, Calif. 
rad, W. E. F., Federal Trade Commission, Washington, D. C. 
rdero, R. - J., Dept. of Econ., Universidad de Puerto Rico, Rio Piedras, P. R. 
ronin, J. F., St. Mary’s Seminary, 600 N. Paca St., Baltimore, Md. 
Dittman, Pa “1125 E. 62nd St., Chicago, Ill. 
Johnston Hall, ‘Marquette University, Milwaukee, Wis. 
ucker, A. B.. University of North Carolina, Chapel Hill, N.C. 
i. ay Dept. of Econ., University of North Carolina, Chapel Hill, N.C. 
WW. B., Jr., c/o Mrs. Morehouse, 213 Perrin Ave., Lafayette, Ind. 
Gordon, L. . Denison University, Granville, Ohio. 
bison, F, H., Pine Rd., Sewickley, Pa. 
, Coll. ‘of Agric., University of California, Berkeley, Calif. 
Howe enstine E. J., Northern State Teachers College, Marquette, Mich. 
Kohler, ms Tennessee Valley Authority, Knoxville, Tenn. 
Krapf, ‘ €. 437 Commerce Bldg., University of Illinois, Urbana, IIl. 
Kreps, T. Ds Cosmos Club, Washington, D.C. 
Long, C. D., Jr., Wesleyan University, Middletown, Conn. 
McConnell, H. J., Box 2183, Salt Lake City, Utah. 
Matchett, G. J., Dept. of Econ., Indiana University, Bloomington, Ind. 
Mulliken, O. E., 3726 Connecticut Ave., Washington, D.C. 
)Loughlin, W., 264 Henry St., New York City. 
ndexter, C., Carson Newman College, Jefferson City, Tenn. 
Reinhardt, J. F., 15 W. 10th St., Kansas City, Mo. 
ss, E., 4611 Davidson Dr., Chevy Chase, Md. 
zitsky, P. M., 1421 33rd ’St., NW, Washington, D.C. 
Rowe, H. B., 722 Jackson Pl., Washington, D.C. 
Schmidt, A. B., University of Arizona, Tucson, Ariz. 
Shaskan, G., Jr., c/o Wesley Hall, 1703 K St., NW, Washington, D.C. 
etinsky, F. M., Spring Hill College, Spring Hill, Ala. 
usser, E. K., 1804 W. Congress St., Chicago, IIl. 
Smith, R. E., Dept. of Econ., University of Denver, Denver, Colo. 
stadthagen, H. A., 319 Commerce Bldg., University of Illinois, Urbana, III. 
lebbutt, A. R., Dept. of Econ., Brown University, Providence, R.I. 
reuenfels, R. L., R. 2408, 420 Lexington Ave., New York City. 
Trueblood, L. C., 72 Foster St., Cambridge, Mass. 
Webbink, P., 6327 Western Ave., NW, Washington, D.C. 
Wiers, P., School of Bus. Admin., University of Minnesota, Minneapolis, Minn. 


The addresses delivered at the thirteenth annual session of the Institute 
af Public Affairs at the University of Virginia, July 2-15, on the general 
ime of ‘New Problems of Government: National and International” are 
wailable upon receipt of fifteen cents mailed to the Secretary, Institute of 
Public Affairs, University of Virginia, Charlottesville, Virginia. Among these 

iresses is an abstract of that by Percy W. Bidwell entitled “Problems of 
\merican Trade Policy ;’’ also that by Brooks Emeny, ‘Raw Materials and the 
New Balance of Power ;’’ Wendell Berge, Anti-Trust Laws and Economic 
Recovery ;” Thomas C. Blaisdell, Jr., ‘Investment as a National Problem;’ 
Corwin Edwards, “Housing and the Anti-Trust Laws;” William Jett Lauck, 
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“Economic Reconstru 
Bargaining; Nathan 


The Cowles Comr 
research conference at 
lectures have been 
mission, University of 


The Southern 
Charleston, South ¢ 
were: ‘The Inter-Te 
H. Goff, Alabama | 
Future Southern Deve 
“Wage Differentials 
versity of Virginia; 
Agnes Scott College 
by W. R. Curtis, N 
ties Regulation and | 
man, Duke Universit 
mission on Standard 


and Exchange Comm 


the Accounting Peri 
Citadel; presidential 
emption, by R. H 
Income,’ by Simon 
in Income in the SX 
Measurement of Inc 
University of Alaban 


The third annual 
the University of W 
“Trends in Public | 
“Do High Wages 
in the Light of Mo 


The fourteenth in 
at Bucharest, Augu 
of 1940. 


The fourth inter 
held in Vienna, Aus 
Internationaler Kong 
Volksgesundheitsdies 


The Social Scien 
year 1940-41 of | 
field fellowships, at 
information, address 
City. 

Plans are being 1 
American Statistical 
It is hoped that the 


[ December 
M. Leiserson, ‘“The Future of Collective 
Housing: An Economic Asset.” 


h in Economics held its fifth annual 

July 3-28. Abstracts of the conference 
port of this conference (Cowles Com. 


held its twelfth annual conference in 


er 3-4. Among the papers presented 
Rate Situation and the South,” by John 
te; “The Réle of Outside Capital in 
1 V. van Sickle, Vanderbilt University: 
Legislation,” by George T. Starnes, Uni- 
ls in the South,” by Mildred R. Mell, 
Insurance Experience in the South,” 
ent Compensation Commission; ‘“Securi- 
Securities Markets,” by Wilford J. Eite- 
of the Securities and Exchange Com. 
Accounting,” by Carl Werntz, Securities 
ynificance and Economic Implications of 
Income Taxation,” by F. C. Tibbetts, The 
Aspects of Inter-Governmental Tax Ex- 
Measurement of National and Regional 
Bureau of Economic Research; “Trends 
Heer, Federal Security Agency; “The 
graphic Areas,” by W. M. Adamson, 


held by the department of economics at 
er 4. Among the subjects discussed were 
Shall We Do with Our Monopolies?” 
ent?” “The Ricardian Theory of Rent 


nd Experience.” 


ress of sociology which was to be held 
14, has been postponed until the spring 


for eugenics (race-hygiene), will be 

Information may be obtained from the 
ik (Rassenhygiene), Reichsausschuss fir 
Einemstrasse 11. 


continues its offers for the academic 
arch training fellowships, pre-doctoral 
research in the social sciences. For full 


ira Barrett, 230 Park Avenue, New York 


ration of an index to the Journal oO] the 
ting the entire period of its publication 
lished early in the spring of 1940. 
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Dr. George Albert Warfield, dean emeritus of the School of Commerce of 
the University of Denver, died September 15, 1939. He served as dean of the 
School of Commerce of the University of Denver from 1913 to 1936 and con- 
tinued teaching as professor of economics until his retirement a year ago. 


Appointments and Resignations 


Gardner Ackley is an instructor in economics at Ohio State University. 


W. M. Adamson has returned as statistician for the Bureau of Business Re- 
search at the University of Alabama. 


|. H. Aitchison of the University of Toronto has been awarded the Maurice 
Cody Fellowship for 1939-1940. 


E. H. Anderson of the University of North Carolina is associate professor 
of economics at the School of Commerce and Business Administration of the 
University of Alabama. 


Mortimor Andron is an assistant in the department of economics, University 
of Illinois. 


Donald Anthony has been pore from professor of economics at Kent 
State University to professor of economics and business administration and head 
of the division of business administration. 


Robert J. Baxter of Pennsylvania State College is an instructor in economics 
at the School of Business Administration of the University of Pittsburgh. 


E. R. Beckner, professor of economics at Butler University, is on leave of 
absence working with the Farm Security Administration. 


Konrad Bekker is an instructor in economics at the University of Kentucky. 


Victor W. Bennett of the Farm Credit Administration has been made as- 


sociate professor of marketing in the College of Commerce, University of Mary- 
land. 


John D. Black of Harvard University is a visiting lecturer at Johns Hopkins 


University during the first term, giving seven lectures on government regulation 
of agriculture. 


_ jacob J. Blair has been promoted to the rank of assistant professor in the 
jepartment of economics of the School of Business Administration at the 
University of Pittsburgh. 


F. C. Blood, Jr., is an instructor in economics at the School of Commerce 
ind Business Administration of the University of Alabama. 


_H. D. Bonham, associate professor of economics at the University of Ala- 
bama, is taking a year’s leave of absence. 


A T. Bonnell has been promoted to assistant professor of economics at the 
University of North Carolina. 


. Brant Bonner has been appointed acting assistant professor of economics in 
the Woman’s College of the University of North Carolina. 
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Russell Bowers of ity of Michigan has been appointed assistant 
professor of accountir it Butler University. 


R. W. Bradbury, siness administration at Louisiana State 
University, has return year leave of absence with the State De. 
partment of Labor. 


P. D. Bradley has ff at Harvard University as an instructor and 
tutor in economics. 


J. E. Brakefield ha nstructor in the department of accounting 
School of Commerce f Georgia. 


Benjamin Brooks ty of Chicago has been appointed acting 
associate professor of Butler University to take the place of Dr. 
E. R. Beckner. 


Norman S. Buchat ted to the rank of associate professor 
of economics at the | California, Berkeley. 


F. H. Bunting is ofessor at the Woman’s College of the 
University of North 


Grant Calder is an siness at the University of Utah. 
y 


A. Stuart Campbel rsity of Florida directed a survey of the cigar 
industry of Tampa, I the summer of 1939. 


Claude A. Campbe ppointed assistant professor of economics at 
the College of Busi inistration, University of Oklahoma. 


A. B. Carson has tructor in business organization and manage- 
ment at the Univers 


H. Peter Carstenset University is an instructor in marketing 
and public utilities at of Pittsburgh. 


John Chalmers of y College has been appointed instructor in 
economics at Cornell 


Martha A. Chicker moted to the rank of associate professor 
of social welfare at tl f California, Berkeley. Miss Chickering will 
be on leave for the erve as director of the State Department 


of Social Welfare. 


John W. Chishol: iana State University is an instructor in 
commerce at the Scl rce and Business Administration of the 
University of Alaban 


} 


Fred Clarenbach h nst 
come economist in th 
ment of Agriculture 


uctorship at Cornell University to be- 


1 
i 


ultural Economics of the federal Depatt- 


E. H. Clark, Jr., in the department of economics at the 
University of Missou 


John Maurice Cla University is a visiting lecturer at Johns 
Hopkins University d f erm. 
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V. F. Coe of the University of Toronto is on leave of absence to work with 
the Federal Security Agency in Washington. 


Calvin Conner of the University of Virginia and the Virginia Polytechnic 
Institute is assistant rural economist with the Atlanta office of the Division of 
Farm Management, federal Department of Agriculture. 


Joseph D. Coppock, instructor in economics at Swarthmore College, is serving 
as lecturer in economics at the University of California, Berkeley, for the present 
year. 

Carl Corse, formerly at the University of Minnesota, has returned to Wash- 


partment of State. 


Carl Crumrine of Northwestern University is an instructor in business ad- 
Louisiana State University. 


Kenneth Dameron, associate professor of marketing at Ohio State University, 


spent the summer and autumn of 1939 in special research for the American 
Association of Advertising Agencies. 


Carroll R. Daugherty, professor of economics at the University of Pittsburgh, 


will remain on leave during the present year as chief economist for the Wage 
ind Hour Administration in Washington. 


Harold W. Davey of Harvard University is an instructor on the social 
xience faculty of the Armour Institute of Technology. 


Sam Wesley Davis, Jr., of Ohio University at Athens, is an instructor of 
economics at Ohio State University. 


Malcolm M. Davisson has been go to the rank of associate professor 


of economics and assistant dean o 


the College of Letters and Science at the 
University of California, Berkeley. 


A. H. Dehner of Ohio State University is teaching courses in money and 
anking at Fenn College, Cleveland, during the present year. 


Raymond C. Dein, formerly of the University of Nebraska, is an instructor 
it the University of Minnesota. 


Hans J. Dernburg resigned his instructorship at Ohio University to become 
sistant professor of economics at Denison University. 


Robert G. Deupree of Johns Hopkins University has been appointed as- 
sociate professor of economics at Baylor University. 


Carl T. Devine of the University of Michigan is an instructor in accounting 
it Louisiana State University. 


Merrill Devoe of Ohio State University is an instructor in marketing at 
Washington State College. 


Frank G. Dickinson has been advanced from assistant professor to associate 
professor in the department of economics at the University of Illinois. 


_James C. Dolley, professor of banking at the University of Texas, taught 
‘uring the summer session at the University of California, Berkeley. 
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John Fitzgerald D 
Business of the Univ 

Kenneth Duncan 
granted leave for the 
South America 

Frank E. Dykema 
merce at the School « 
of Alabama. 

James S. Earley 
assistant professor a 


Carlisle Ellett, 


Herbert Erdmann 
nomics at the Unive 
semester of the curre 


Marvin L. Fair ha 
economics at Temple 
Edwin Rees Fisct 
tration at Louisiana 
Monroe Fischer 

State University. 
Leo Fishman is 
Commerce, Accout 


Thomas M. Flan 


School of Commerc 
Rudolf Freund of 


sor of rural econon 


Walter Froehli 


Winona, Minnesota 
John Leonard Fu 

of rural economics 
C. Edward Galb: 
Joe L. Gambrel! 

Business Administ 


S. Paul Garner 
professor of accout 
of the University 

Merrill C. Gay 
trade in the Colleg 


R. V. Gilbert 


Department of Con 


[ December 


to the teaching staff of the School of 
structor in economics. 


nomics at Pomona College, has been 
f the current academic year to lecture in 


of Michigan is an instructor in com. 


Business Administration of the University 


from the rank of instructor to that of 
Wisconsin. 


ion in economics at Furman University 


in the department of agricultural eco. 
is on leave of absence during the first 
king for the Dairy Section of the A.A.A 


tion as professor of transportation and 
iversity is instructor in business adminis 
an instructor in economics at Louisiana 


the department of economics, School of 
York University. 


tant in the department of economics, 
ince, New York University. 


' Kiel and Stockholm, is assistant profes 
ity of Virginia. 


to the faculty of St. Mary’s Colleg: 


Agricultural College is associate professor 
Virginia. 


essor of economics at Alfred University 
nmerce at the School of Commerce and 
ty of Alabama. 

from lecturer in accounting to associate 
f Commerce and Business Administration 


College is assistant professor of foreign 


the University of Maryland. 


rsity is economic adviser in the federal 
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William H. Glasson has resumed teaching at Duke University after a 


semester's sabbatical leave of absence. 


|. E. L. Graham is assistant lecturer in the department of political economy 


it the University of Toronto. 


Robert Edward Graham, Jr., is assistant rural economist in the Atlanta office 


of the Division of Farm Management, federal Department of Agriculture. 


Ida C. Greaves of Iowa State College is teaching at Barnard College. 


Ewald T. Grether has returned to the University of California at Berkeley 
as professor of economics. 


A. G. Griffin is instructor in economics at the University of North Carolina. 


Albert Griffin resigned as instructor in finance at the Wharton School, Uni- 
versity of Pennsylvania, to accept an appointment as assistant professor of busi- 
ness administration at Emory University. 


Franz Gutmann of the University of Géttingen is lecturer in economics at 
the University of North Carolina. 


C. A. Hall is an instructor and tutor in economics at Harvard University. 


W. Scott Hall has left Allegheny College to become head of the economics 
and sociology department of Transylvania College. 


George H. Hand resigned as assistant professor of economics at Denison 
University to become associate professor of economics and business administration 
it Ohio Wesleyan University. 


Albert Haring has resigned as associate professor of economics at Lehigh 
University to accept a professorship of marketing at Indiana University. 


Langston Hawley, statistician for the Bureau of Business Research at the Uni- 
versity of Alabama, is taking a year’s leave of absence. 


M. S. Heath has been promoted to professor of economics at the University 
North Carolina. 


Clarence Heer of the University of North Carolina is on leave during the 
current year to serve as fiscal advisor to the Federal Security Agency. 


Heinrich Heuser of the University of Minnesota is instructor and tutor in 
«onomics at Harvard University. 


Erwin Hexner of the University of Bratislava is lecturer in economics at 
the University of North Carolina. 


_ james R. Hibbs is instructor in the department of economics, University of 
Illinois, 


B. H. Higgins is instructor and tutor in economics at Harvard University. 


James C. Hill is instructor in economics at the University of Chicago. 


en 
in 
in L. C. Gray of the United States Department of Agriculture is filling the 
emporary vacancy at the University of Wisconsin. | 
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Harold J. Hoflich 


versity of Hawaii, 
Berkeley. 
John Hogan, prof 


of absence. 


Everette N. Hong 
California. 


Calvin B. Hoover 


ternational Studies C 
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Joshua C. Hubb 
for the second semes 
J. R. Huber has 1 
sity to accept a posit 


Washington. 


Kenneth D. Hut 
professor of Econot 

Clifford L. James 
served during the a 
Economics Commit 

F. Cyril James 
McGill University, 
from the University 


Thomas F. Jones 


at Lehigh University 
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instructorship in fir 
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in the department 
H. R. Kemp of 
professor to profes 
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Berkeley. 
Wiley Kilpatri 
of North Carolina 
Charles A. Kirk 
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Genevieve Knup 
at Vassar College. 
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of economics and business at the Uni. 
nics at the University of California 


t the University of Denver, is on leave 
onomics at the University of Southern 


» attended the twelfth session of the In. 
n, Norway, August 27—September 2, as a 


urer in economics at Pomona College 
lemic year. 


t professor of economics at Emory Univer. 
rofessor of economics at the University of 


it West Virginia University, is assistant 


ia State College. 


r of economics at Ohio State University. 
nomic expert for the Temporary National 


1 director of the School of Commerce. 
1940-1941, and is on leave of absence 
two years. 


sity is assistant professor of marketing 


on at Harvard University to accept an 
ton School, University of Pennsylvania 


unced from associate to assistant professor 
rsity of Illinois. 


Toronto has been promoted from associate 
ent of political economy. He is on leave 
Wartime Prices and Trade Board in 


1omics at the University of California, 


irses in public finance at the University 
of Clarence Heer. 


professor of marketing in the College ot 


the department of economics and sociology 
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R. C. Krapf is assistant in the department of economics, University of Illinois. 
Henry A. Kriebel is instructor in accounting at Lehigh University. 


A. J. Lawrence of the University of Kentucky has been granted a year’s leave 
f absence. 


W. L. Leavitt is an assistant in the department of economics, University of 
Illinois. 

Walther Lederer has left the University of Delaware to accept an instructor- 
ship at Queens College of the City of New York. 


Don D. Leschohier of the University of Wisconsin is to be on leave of 
ibsence during the second semester. 


Thomas A. Leyden of the University of Mississippi is instructor in accounting 
in the School of Commerce of the University of Georgia. 


Charles E. Lindblom of the University of Chicago is instructor at the Uni- 
versity of Minnesota. 


John S. Lloyd has been promoted from assistant professor to associate pro- 
fessor of accounting at Butler University. 


Jacob Loft is instructor in economics at the University of Chicago. 


John A. Loftus is a junior instructor in political economy at Johns Hopkins 
University. 


Robert Lorenz is instructor in economics at the School of Commerce and 
Business Administration of the University of Alabama. 


R. H. Lounsbury has resigned as professor of economics at Alfred University 
to accept a position as professor of economics at Russell Sage College. 


Samuel J. Lukens, assistant professor of commerce at the University of Pitts- 


ourgh, has a year’s leave of absence to serve with the staff of the Pittsburgh 
Chamber of Commerce. 


Leverett S. Lyon, executive vice-president of the Brookings Institution, has 
ceen granted an indefinite leave of absence to accept an appointment with the 
Chicago Association of Commerce, where he will be in charge of the social and 
<onomic planning program. 


Edmund F. MacDonald, instructor in economics at the University of Virginia, 
cepted a position in the department of economics at Ohio University. 


UE B. McNatt is an assistant professor in the department of economics at the 
University of Illinois. 


_ Robert C. Manhart of Ohio State University is instructor in finance at the 
university of Missouri. 
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James W. Martin University of Kentucky Bureau of Business 
Research, gave a se s on state and local finance at the first 
fall conference of tl f Omaha Institute of Government. 


Donald M Marv ng professor of economics at the Uni. 
versity of Illinois, 1 yf economics at Tulane University. 


Peter Masiko is at nomics at Wright Junior College. 


C. Arnold Matthe rsity of Virginia is instructor in economics 
at West Virginia U1 
John W. May of f Missouri is instructor in economics at 


1 


the Johnstown Cent tsburgh. 


Robert Mehr is it ymerce at the School of Commerce and Busi- 
ness Administratior Universi f Alabama. 


Gladys Meyer i Vassar College for the first semester of the 
present academic yea e White House Conference, Children’s 
Bureau, Washingtot 


Frederick Mayers me instructor in economics at the University of 
North Carolina 


Douglas Miller, f ttaché to Berlin, is assistant professor 
of economics in the erce, University of Denver. 


Glenn W. Mille in economics at the University of Toledo 


Lorne T. Morgat y of Toronto has been promoted from 
assistant professor t or in the department of political economy 
after returning fron sence for study in Italy. 


Oskar Morgenst University participated during July as 3 
member at a meeting o n on Economic Depressions of the League 
of Nations, held in 


Walter A. Mort ent of economics at the University of 
Wisconsin is on le he completion of a book on econom 
analysis and metho« 

J. I. Mosher of y has a year’s leave of absence to lectur 
at the Univer 

Olin T. Mouz 1 economics at the University of North 
Carolina. 


Charles A. My y of Chicago is an instructor in labor rela 
tions in the departmen nd social science at Massachusetts Institute 
of Technology 


W. A. Neiswans nced from the position of assistant profes 
sor to that of as the lepartment of economics, University 
of Illinois 


Norman T. Nes nt of economics of Pomona College has 


been promoted to t ite professor. 
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William H. Newman, formerly of Miami University, Oxford, Ohio, has 
been appointed assistant professor of industry at the University of Pennsylvania. 


E. G. Nourse, director of the Institute of Economics of the Brookings Institu- 
ion, was elected vice-chairman of the Social Science Research Council at its 
innual meeting in September. 


Otho V. Overholzer, assistant professor of insurance at the University of 
Miami, has a leave of absence. 


Philip H. Overmeyer is instructor in commerce at the School of Commerce 
ind Business Administration, University of Alabama. 


William R. Pabst, associate professor of economics at Tulane University, 
uught during the summer session at the University of California, Berkeley. 


G. E. Pearcy is instructor in commerce at the School of Commerce and Busi- 
ness Administration of the University of Alabama. 


Clyde William Phelps, head of the department of economics in the University 
of Chattanooga, has been authorized by the board of directors of the National 
Retail Credit Association to prepare a second textbook on Retail Credit Manage- 
ment to follow his elementary text, Retail Credit Fundamentals, in the educa- 
tional program. 


Addison Pond has resigned his instructorship in economics at Colby College 
to accept an assistant professorship at the University of Vermont. 


William H. Poole is assistant professor of economics at George Williams 
College, Montreal. 


Helen Potter of Johns Hopkins University is instructor in economics at 
Western College, Oxford, Ohio. 


R. R. Renne, head of the department of economics and sociology at Montana 
State College, is to teach a course in agricultural economics at the University 
of Chicago during the winter quarter of the present academic year. 


John R. Riggleman is lecturer in marketing and business statistics in the 
Coliege of Commerce at the University of Maryland. 


Roderick H. Riley has been appointed to the staff of the Division of Indus- 
rial Economics in the office of the Secretary, federal Department of Commerce. 


Burton Risinger is assistant dean for the College of Commerce at Louisiana 
State University. 


_W. C. Robb has been advanced from associate to assistant professor in the 
‘epartment of economics, University of Illinois, and made assistant to the dean 
in the College of Commerce. 


Evan O. Roberts of the University of Wisconsin is instructor in business 
administration at West Virginia University. 


James H. Rossell is instructor in accounting at the School of Business Ad- 
ministration, University of Pittsburgh. 


Catherine G. Ruggles has been advanced from special research assistant to 
instructor in the department of economics, University of Illinois. 
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Malcolm D. Taylor has been promoted to professor of marketing at the 
University of North Carolina. 


Paul S. Taylor has been promoted to the rank of professor of economics at 
the University of California, Berkeley. 


A. A. Thornbrough of Harvard University is agricultural economist in the 
Bureau of Agricultural Economics, United States Department of Agriculture. 


J. Russell Townsend, Jr., has been promoted from instructor to assistant 
professor Of business administration at Butler University. 


L. E. Traywick is an assistant in the department of economics, University of 
Illinois. 

Kenneth Trefftzs is instructor in economics at the Carnegie Institute of Tech- 
nology. 


R. A. Triffin is instructor and tutor in economics at Harvard University. 


L. R. Tripp of Yale University is instructor in economics at Lehigh Uni- 
versity. 


John Turnbull of Brown University is instructor in the department of 
economics at Denison University. 


A. P. L. Turner, Jr., is on leave from his position as associate professor of 
economics at the University of Montana and is associate economic analyst in 
the Division of Research and Statistics of the federal Treasury. 


Paul M. Van Arsdell has been advanced from instructor to associate in the 
department of economics, University of Illinois. 


Frank T. de Vyver has been promoted from assistant professor to associate 
professor in the department of economics, Duke University. 


Sidney B. Wachtel is junior assistant in the department of economics at New 
York University. 


Dilworth Walker is on leave of absence from the University of Utah and 
is serving as senior statistician in agriculture for the federal government. 


D. H. Wallace of Harvard University is associate professor of economics at 
Williams College. In June Mr. Wallace became an economic consultant in the 
federal Department of Labor, and is directing a study of standards of public 
price control undertaken by the Bureau of Labor Statistics for the Temporary 
National Economic Committee. 


Gerald E. Warren has been promoted from instructor to assistant professor 
of economics at DePauw University. 


Leslie L. Waters of the University of Illinois is instructor in economics at the 
University of Kansas. 


V. Orval Watts has resigned as professor of economics at Carleton College 


to take a permanent position as economic counsel for the Los Angeles Chamber 
of Commerce. 
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ACADEMIC VACANCIES AND APPLICATIONS 


The Association is glad to render service to applicants who wish to make known 
their availability for teaching positions in the field of economics and to administra- 
ive officers of colleges and universities who are seeking to fill vacancies in this field. 
The officers of the Association take no responsibility for making a selection among 
1c applicants or following up the results. The Secretary's Office will merely afford 
a central point for clearing inquiries; and the Review will publish in this section brief 
lescriptions of vacancies announced and of applications made. It is optional with 
those submitting such announcements to publish name and address or to use a key 
number. 

Communications should be addressed to: The Secretary, American Economic As- 
sociation, Northwestern University, Evanston, Illinois. 


1 


Vacancies 
No announcements. 


Teachers Available 


Theory, population, accounting: Man, 42, married, Ph.D., Columbia. Six years of 
teaching and 10 years of business experience. Employed. Available in September, 1940. 

E101 
Prices, finance, cycles, investments, public utilities: Man, 29, married, D.C.S., 1935, 
New York. Special training in the above fields consists of teaching experience, re- 
search work in consultation, numerous publications. Employed, but would like op- 
portunity for further advancement. Available in February, 1940. E102 


Theory, economic history, statistics: Man, 39, married. Expects to receive Ph.D. 
February, 1940. Six years of teaching experience in high schools, 8 years as professor 
of economics in universities, a number of years in government service. Employed, but 
seeks professional and financial advancement; would prefer state university or state 
teachers college. Available in June, 1940. E103 


General economics, labor: Man, 24, M.A., 1935, University of Glasgow; work for 
Ph.D. completed, Trinity College, University of Cambridge. American citizen. Ex- 
perienced teacher, prizes and scholarships, numerous publications. Unemployed. 
E104 
Theory, corporation finance: Man, 41, married, B.S., 1927, Illinois. Eleven years of 
office experience with both small and large companies, 2 years of teaching in public 
grade schools, 2 years of teaching in private business school. Employed but available on 
short notice, Desires better opportunity and larger salary. Address inquiries to: Willard 
Sebern Hall, 819 Leland Avenue, Chicago, Illinois. 
Public control of business, transportation, public utilities: Man, 36, married, Ph.D., 
1931, Harvard, Henry Lee Memorial Fellow in Economics. Ten years of teaching 
experience in universities and colleges. Numerous publications in economic and legal 
periodicals; price control research in progress. Employed, but desires professional 
advancement. E105 
Theory, consumption economics: Man, 49, married, Ph.D., 1929, Johns Hopkins. 
Twenty years of experience includes 11 years in leading college for women; foreign 
study and travel; research experience in government library in Washington. Phi Beta 
Kappa. Employed, but desires university position with facilities for research. Available 
second semester, 1939-40. E106 
Labor: Man, 31, J.D., 1937, A.M., 1939, New York. Six years of teaching experi- 
ence in New York City secondary schools; 2 years of general law practice. Now 
teaching and practicing law; interested in college teaching and advanced work in 
economics, Available in February, 1940. E107 


War economics, shifts in economic structure: Man, 35, married, Dr. rer. pol., Uni- 
versity of Vienna, 1925. Has English, German, French, Italian, Czech, and Polish 
language equipment. Lecturer at the University Extension, Vienna; economic writer; 
correspondent of English newspapers; radio commentator; translator for the Geneva 
Labour Office. Grant-in-aid expires in January, 1940; available then. E108 
Applied economics, finance, accounting: Woman, 34, Ph.D., 1938; C.P.A. Three 
years of experience in public accountancy, 2 years of travel and research abroad, 4 
years of experience as chairman of economic departments in two women’s colleges. 
Seta Gamma Sigma. Employed, but seeks other position. Prefers a woman's college. 
Available in June, 1940. E109 
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International econom ntrol of business: Man, 35, married, Doctor in 
Economics, 1924, Dx University of Rome. Research Fellow. Teach. 
ing, editing, and res both in the United States and abroad. Would 
like teaching or resez Available in January, 1940. E110 
Labor problems : Ma : M.A a 39, Columbia. Bank auditor; 10 years 
of experience in a ba get into teaching field or in a field pertaining to 
economics. Available 


Theory, economic bi e enterprises, public finance, social reforms: 
Man, 40, married, Dr {, Halle, Germany. Nine years of college teaching 
experience in the Un years of research in and author of two books 
on the history of the vement; 4 years as editor of newspapers. Em- 
ployed, but desires 5 pportunities for advancement and, if possible 
for research. E112 
Business cycle and m Man, 34, married, Dr. rer. pol., 1928, Frankfort, 
Germany. Two years t arch assistant, 2 years of banking experience, 
4 years as financial ¢ f teaching, 3 years as investment counselor. Em- 
ployed, but prefers r« ns sition. Available in October, 1940. E113 
Consumer economic rried, Ph.D., 1929, Chicago. Eleven and a half 
years of teaching ex fessor of economics and head of department 
of economics and s ppointment for summer, 1940, only; would 
like to teach consu ler group than available at own institution. 
E114 

Law, labor: Man, D., Illinois. Ten years of college and university 
vernment; 3 years in U. S. Civil Service, 

accountant and sten f Iowa Bar. Employed as head of a college 
department of busin but wishes to make better use of specialized 
training in economics le in summer and fall, 1940. E115 


Labor, management 1, Ph.D., 1931, Wisconsin. University teaching 
experience; research rience in business and government agencies. 
Lecturer in the eveni ze college and manager of trade association. 
Would like to retu ge teaching. Available in February, 1940. 
E116 
Money and banking 1, Ph.D., 1935, Harvard. Teaching and research 
experience. Employe t nomist. Desires financial advancement, with 
preference for acade nquiries to: Arthur P. L. Turner, Jr., 1202 
North Danville Stree \ nia 
Theory, finance, hi tied, Ph.D., 1934, Iowa. Seventeen years of 
teaching experience lealth of members of family necessitates moving 
from southern locati 1s head of department in a small libral arts 
college. Available in E117 


Money and banking , public finance: Man, associate professor, 
desires change. Willis rifice in rank and salary to obtain appropriate 
connection. E118 


Organization and ma Man, 30, married, M.B.A., 1932, Northwestern. 
Work for Ph.D. nea Six years of college teaching experience; 2 
years as accountant ir resent professor in a small college. Desires larger 
opportunity. Availabl E119 


Labor, social insurar rried, M.S., 1933, California. Work for Ph.D. 
nearing completion. F inting, personnel, and research experience with 
a large oil company mmission on wage and hour study; 31 
years of part-time un 1 year as research assistant in labor law. Now 
teaching part time i niversity; seeking a full-time teaching appoint- 
ment. Available in I E120 


Economics, social pr tration: Man, 53, Austrian refugee, Doctor 


of Law, Vienna, wi nce in European universities and outside con- 
nections. Seeks place n university, with possible aid of foundation 
funds, List of public nces available. F121 
Labor: Man, 25, M.A thwestern. Working toward Ph.D. Three years of 
experience in governn il work; special study of effects of new minimum 
wage law. Employed | ng assistant and researcher, Available in February, 
1940. E122 
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NEW HARVARD BOOKS 


The History of an Advertising Agency 
N. W. AYER & SON AT WORK, 1869-1939 
By RALPH M. HowER 


“An extraordinary picture of what American advertising is, was, and isn’t... . 
It is a hard-hearted, well-written, and fair-minded survey and analysis, based on 
hard facts."—New York Times. ‘Throughout, despite the author's intensity of 
focus on one firm in advertising, he manages to show the shifting contour and 
function of the broad whole of the business.”—Tide. $4.00 


Management and the Worker 
By F. J. ROETHLISBERGER and W. J. DICKSON 


Represents a most important step toward filling in the gap between technological 
progress on the one hand and progress in the diagnosis and control of social and 
personal situations on the other. Executives in industrial concerns, psychologists, 
sociologists, and economists will find the book a most rewarding one. $4.50 


German Financial Policies, 1932-1939 
By KENYON EDWARDS POOLE 


In this volume a trained economist has examined the whole financial structure 
of the Nazi state up to the spring of the present year. The greater part of the 
study is devoted to an examination of the problems of government finance when a 
nation must do something to alleviate unemployment even though lacking sufficient 
funds. HARVARD ECONOMIC STUDIES, 66. $3.50 


Corporate Size and Earning Power 
By WILLIAM L. CRuM 


Based upon factual evidence from corporation tax returns filed over a six-year 
period, this book is concerned with the question as to whether the rate of 
profits is correlated with the size of corporate enterprise. It is a vast mine of 
information that students of economics and business men will find most useful in 
the consideration of their problems. HARVARD STUDIES IN MONOPOLY AND Com- 
PETITION, 1. $4.00 


The Control of Competition in Canada 
By LLtoyp G. REYNOLDS 


Describing first the techniques used by business groups to control prices and pro- 
duction, and exploring some of the economic consequences of this control, Mr. 
Reynolds concludes his book with a discussion of Canadian legislation bearing on 
competition. HARVARD STUDIES IN MONOPOLY AND COMPETITION, 2. Ready 
shortly. Probable price, $3.00 


HARVARD UNIVERSITY PRESS 
Publishers of the Loeb Classical Library 
10 Randall Hall, Cambridge, Massachusetts 
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THE CENTURY STUDIES IN ECONOMICS 


WILLIAM H. KIEKHOFER, Ph.D. 
General Editor 


VALUE AND DISTRIBUTION. By Lewis H. Haney, Ph.D., 
Professor of Economics, New York University. Royal 8vo, 734 
pages. $4.00 

Presents a clear and consistent theory of economic values based upon 


a scholarly analysis of the nature of society and the individual and of 
technological conditions. 


THE DEVELOPMENT OF MODERN WORLD TRADE. By 
IsAAC LIPPINCOTT, Ph.D., Professor of Economic Resources, Wash- 
ington University. Royal 8vo, 566 pages, maps and charts. $4.00 


A comprehensive account of present-day international trade and its 
development since about 1870 which embraces the political as well as 
the economic and financial aspects. 


ECONOMIC PRINCIPLES, PROBLEMS AND POLICIES. By 
WILLIAM H. KIEKHOFER, Ph.D., Professor of Economics, Univer- 
sity of Wisconsin. Royal 8vo, 955 pages. Student’s Edition. $4.00 


An authoritative, well-balanced, and readily understood exposition of 
the structural organization and functioning of modern economic so- 
ciety, the maladjustments in its operations, and the policies pursued in 
attempts to make it function better. 


PUBLIC FINANCE. Third Edition. By Harvey L. Lutz, Ph.D., 
LL.D., Professor of Public Finance, Princeton University. Royal 8vo, 
940 pages. $4.00 

A realistic, critical, and authoritative treatment of present-day fiscal 

problems of government, national, state, and local. 


THE DEVELOPMENT OF ECONOMICS. By W1xuim A. Scott, 
Ph.D., LL.D., Emeritus Professor of Economics, University of Wis- 
consin. Royal 8vo, 540 pages. $4.00 

An objective treatment of the development of economics that offers a 

fresh and relatively easy approach to a complex subject. 


D. APPLETON-CENTURY COMPANY 


35 West 32nd St. 2126 Prairie Ave. 
New York Chicago 
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AMERICAN MARKETING ASSOCIATION 


An Association for the Advancement of 
Science in Marketing 


American Marketing Assox iation, 
formed by merging tl American 
Marketing Society with the National As- 
sociation of Marketing Teachers, began 
its existence on January 1, 1937, and now 
has over 700 active mem! all parts 
of the country. 

The principal purposes of the Associa- 
tion are to foster scientific study and re- 
search in the field of marketing, to im- 
prove the methods and te ique of mar- 


ket research and to develop better public 


Philadelphia, Washington, Chicago, San 
Francisco and Los Angeles. Local Chap- 
ters are being organized in other cities, 


The official publication of the Associa. 
tion, The Journal of Marketing, is issued 
quarterly. Now in its fourth year, the 
Journal is regarded by marketing prac. 
titioners as a source of authoritative mar. 
keting information. Many of the contribut. 
ing authors are leaders in their field of 
endeavor. 


ennes and appreciation of mar- The full membership rate is $5 annually. 
eting problems. This includes a subscription to The Journal 
Active Chapters have |! established of Marketing. For further particulars, 
and hold regular meetings New York, please address the Secretary. 
President Treasurer Secretary 


N. H. ENGLE 


U. S. Dept. of Commeree, 
Washington, D.C. 


JOHN J. KAROL 


Columbia Broadcasting System, 
New York, N.Y. 


PROF. ALBERT HARING, 


Indiana University 
Bleomington, Ind. 


THE MANCHESTER SCHOOL | 
OF ECONOMIC AND SOCIAL STUDIES | 


C) C) 


THE MANCHEST 


schools of thought 


lishes papers read 


Modern Population Trends 


Central Banks and the State 


Production Trends in 


THE JOURNAL is 
annual subscript 
persons as possible 
editorial commu 
Secretary, The 
University, Manchester, England. 


L includes articles by economists of all 
t and from various countries, in addition to reviews 
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New McGRAW-HILL Books 


PRINCIPLES OF RETAIL MERCHANDISING 
By Harotp A. BAKEr, Miami University. 461 pages, 6 x 9. $4.00 


This text describes and analyzes the essential steps in the process of merchandising 
ds in department and specialty stores. The book emphasizes the statistical bases 
y which the profitable merchandising operation is judged and controlled. 


THE AGRICULTURAL INDUSTRIES 


By Deane W. Matort, Chancellor, University of Kansas, and Boyce F. MartIn, 
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legal aid organiz thods of dealing with specific types of cases, 
and their relations vith law schools, and with other social agencies, 
Copies of the volt i from the Secretary of the Academy, 3457 | 
Walnut Street, Ph t $2.00 each. 

The American Academy of Political and Social Science | 


Walnut Street, Philadelphia 


The Review of Economic Studies 


Vol. Vil. No, | CONTENTS October 1939 
1. SPECULATION ABILITY N. Kaldor 
2. Mr. KEYNES A Ek THEORY OF CAPITAL ACCUMULATION, 
MONEY AND |! Fan-Hung 
3. REGIONAL LA uff AND THE PROCESS OF 
UNEMPLOYMI H. W. Singer 
4. THE PROPOSA SSIDY A. Beacham 


The object « pplement the facilities for the publication of new 


work on theoretica ( s, particularly by younger writers, and to promote 
discussion by means 1 which do not normally appear in the existing 
journals. It is publ October, February and June. Editorial Communications 
to Miss M. Bowley I ymics, Dundee, Scotland: all other communications 
to The Secretary Economic Stuprss, at New Court, Peterhouse, Cam- 
bridge, England. 

The Annua scription to the Review is 7’6 (post free) 


numbers 2’6 (2’9 post free) 


Please Mention 3 F Economic Revirw When Writing to Advertisers 


| | 
_ 


At the Economics Meetings, Ask Your 
Colleagues How They Like These 
Texts— 

BRUCE W. KNIGHT 

Economic Principles in Practice 


$3.25 


WILLARD THORP and ASSOCIATES 


Economic Problems in a Changing World 


$3.75 


A LIBRARY OF ECONOMICS 
Now Available 


NASSAU SENIOR: An Outline of the Science of Political Economy 
$2.50 


HENRY THORNTON: An Enquiry into the Nature and Effects of 
the Paper Credit of Great Britain (1802) 


(Edited and with an Introduction by F. A. v. Hayek) 
$3.50 


Coming Soon 


ERIK LINDAHL: Studies in the Theory of Money and Capital 


(Other titles will be announced as they appear) 


FARRAR & RINEHART, INC. 
232 Madison Avenue New York 


= 


Please Mention Tue American Economic Review When Writing to Advertisers 


| 

- 
| 

| 
| 
j 


The SOUTHERN 
ECONOMIC JOURNAL 


A Joint Publ 1 of the Southern Economic Association 
the University of North Carolina 


ly at Chapel Hill, N.C. 


Vol. VI, No. 2 CONTENTS October, 1939 
The Concept of Na Institutional Economics. . Allan G, Gruchy 
The Forest Tax | in the South........... Ronald B. Craig 
Land Use and tl OF G. W. Forster 
Top Salaries and iring Companies...Burnham P. Beckwith 
Labor Laws and Leisure Hours............seeeeceeceecees Harold H. Punke | 
Labor Again Mer E. B. McNatt | 
Differential Elem John B. Woosley 


Book Reviews, ot 
yer year—$1.00 single copy 


Address: 77 SOUTHERN ECONOMIC JOURNAL, 
389, Chapel Hill, N.C. 


The JOURNAL of 
LAND & PUBLIC UTILITY 
ECONOMICS 


din February, May, August and Novem- 
ber by Northwe ) University. It was founded in 1925 by 
Richard T. Ely i is now in its fifteenth year. The Journal 
carries ecientific a les dealing with the economic problems of 
tilities. Its departments carry shorter notes 
and comments on current developments relating to urban land, 
land resources i public utilities, as well as reviews of recent 
literature in these fields. 


Subscription price—$5.00 per year 


Sin dle copies —$1.25 each 


Northwestern U: sity, 337 East Chicago Ave., Chicago, Ill. 


Please Mentio» Economic Review When Writing to Advertisers 


= 
—— 


Recent- 
COLUMBIA BOOKS 


The Economic Geography of Barbados 
By Otis P. Starkey, $7.00 


The Evolution of the Classical Wage Theory— 
By Michael T. Wermel, $2.25 


Contemporary Monetary Theory— 
By Raymond JS. Saulnier. $4.00 

Financing Economic Security in the United States~ 
By William Withers, $2.75 

Monetary Policies of the United States, 1932-1938 
By James Daniel Paris. $2.75 


Colbert and a Century of French Mercantilisn— 
By Charles Woolsey Cole, 2 vols. $10.00 


Business Enterprise inthe American Revolutionary Era 
By Robert A. East. $4.25 


The Sugar Economy of Puerto Rico— 
By Arthur D. Gayer, Paul Homan, and 
Earle K. James. $3.75 


Prosperity and Depression— 
By von Haberler, $2.00 


COLUMBIA UNIVERSITY PRESS 


Write for full information-Morningside Heights New york. 


Please Mention Tur American Economic Review When Writing to Advertisers 


—h— | 
| 
| 
| 
Bk 
| | 
| 


Please Menttor 


THE SOl 


(Published Qua 


Price Siz S hillings 


Tue Future or Gol 
Some REFLECTIONS 


Al 


THE NATIVES W 


TARCHY IN GERM 


INDUSTRIAL RESEAR 


APPLICATION 


Some OBSERVATIONS 


Reviews: Official 

New Be KS 

Single Copies at ¢ 

leading booksellers 


Subscriptions to th 
tariffs to the Chai: 
Overseas Agents 
MESSRS. P. S 

STREET, WESTM 


OF ECONOMICS 


TH AFRICAN JOURNAL 


of the Economic Society of South Africa) 
litors 
EI R. LESLIE 
ss) Editor 
HARDS 


F VOL. 7. NO. 2 ; 
Approximately 120 Pages 


20 

CERTAIN TOWARDS 
By R. J. 
By S. D. NEUMARK 

Great BRITAIN AND THE Peeiaen 
uTH AFRICA By S. G. SHutTTLEwortx 

Royat CoMMISSION REPorRT...... 
By Prof. S. H. Franxer 


of South Africa: Recent Periodicals and 
the Central News Agency, Ltd., and all 


per annum, and enquiries re advertisement 
nt, P.O. Box 5316, Johannesburg. 
Od. per annum) and single copies (6s. each) 
ORCHARD HOUSE, 14, GREAT SMITH 
S.W.1. 


THE ECONOMIC RECORD 


The Jou 


Published | 


Single copies 
Annual subs 


The Econor 


recognised 


social co! 


It is the 
questions 


Sub 


The Managing Director, The Melbourne University Press 


the Economic Society of Australia and 
New Zealand 


, in June and December. 
ngs (Australian). 
) shillings (Australian). 


rd publishes authoritative articles by 
a on economic, financial, labour and 
Australia and New Zealand. 


11 in Australia which examines these 
scientific point of view. 


ns should be sent to the publishers: 


Melbourne, N.3., Australia 


Please Mention 


stc Review When Writing to Advertisers 


| 
— 
|| 
| 


Institutional ! Descriptive ! Dynamic! 


The importance of ECONOMICS AND SOCIAL INSTITUTIONS 
is due to the fact that it is a completely new presentation of material 
for introductory courses in economics—new in plan, form, and con- 
tent. Its theory is based on changing modern economic conditions, 
and its analytical description of problems is founded on the recogni- 
tion of social institutions as the determinants of economic life. 


The fact that seventy-four colleges and universities have introduced 
volumes of the series in 1939, and that a total of one hundred and 
fifty use some or all of them, is gratifying evidence that the timeliness 
and flexibility of these six small books are thoroughly appreciated by 
teaching economists. 


If by some chance you have not yet become acquainted with 
ECONOMICS AND SOCIAL INSTITUTIONS 


write for titles, contents, prices 


LITTLE, BROWN & COMPANY 


34 Beacon Street Boston 
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We Recommend 


CURRENT 
ECONOMIC PROBLEMS 


By GEMMILL and BLODGETT 


PUBLISHED only last spring, this text provides a fresh, interesting, and 
thoughtful exposition of urgent economic problems confronting us today 
—a text which at once attracted widespread attention because of the skill 
and competence with which its twenty-six problems are handled. The text 
is the result of the same successful collaboration which produced Economics: 
Principles and Problems for the full year’s integrated course. Professor 
Gemmill is also the author of Fundamentals of Economics, the new third 


edition of which has been widely adopted this first semester. 


$3.00 
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Noteworthy Books 


Accounting Requirements of the 
Securities and Exchange 
Commission 
for The Preparation of Financial Statements 


By B. Bernard Greidinger, Ph.D., C.P.A. 


of the City of New York 


N INTEN i quirements relating to the form, content, and 
A met}! wed in the preparation of balance sheets, profit 
and loss s nporting schedules and footnotes, as well as 
accountan ites, to be filed under the Securities Act of 1933 
and the Si hange Act of 1934. Instructions prescribed by 
the Comn e reproduced and discussed, with interpretation 
supported ng deficient and amended statements, taken 
from the ¢ , file. In view of powers granted to Commission 
to enforce ; with its requirements, an understanding of these 
requirem¢ ncreasingly important. 

$5.00 


Prineiples of 
Water Transportation 
By Leslie A. Bryan, Ph.D. 


Syracuse University 


T HIS 1 rEXT is in step with the unparalleled national 
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resulting 1 y, and the renewed interest in water trans- 
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The Taxation of Small Incomes 
Social, Revenue, and Administrative Aspects 


By Paul J. Strayer, Pk.D. 


Princeton University 


T= TIMELY NEW BOOK contains a critical, clear-cut picture of the 
consequences of an expansive scheme of taxation in this country 
and the apparent results of the substitution of a tax on small incomes, 
in whole or in part, for present indirect taxes. Against a background 
of today’s vital questions, Dr. Strayer carefully analyzes three aspects 
of the problem: 1. the Social, as regards the equity of such a tax and 
its civic effects, especially in the matter of “tax consciousness”; 2. the 
Revenue, bearing on the adequacy and stability of the governmental 
income to be expected, particularly in the light of economic conditions 
here and the experiences with low-income taxation in other countries; 
3. the Administrative, bearing on the cost and operation questions 


raised in collecting the tax. 
83.00 


Prineiples of Marketing 


By H. H. Maynard, Ph.D.; W. C. Weidler, M.A.; 
and T. N. Beckman, Ph.D. 


All of Ohio State University 


TS THIRD REVISED EDITION is virtually a new book. The authors’ 
unsurpassed experience and understanding of the important changes 
that have occurred result in a volume especially suited to meet current 
text requirements, Every page incorporates improvements made pos- 
sible through the authors’ added knowledge, helpful suggestions of 
users, the wealth of more significant data uncovered in the past few 
years. Important new developments and trends throw a different light 
on the history of marketing. These are critically examined to sense the 
future. New problems are again approached from the student’s own 
consumer angle. The whole distribution set-up is studied in a natural 
“function sequence” easily grasped by those not yet familiar with 
actual business. More emphasis is placed on principles of marketing 
than on purely descriptive, factual phases. 

84.50 


Examination Copies Will Be Sent on Request. 


15 EAST 26th ST.. NEW YORK, N. Y. 
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TRANSPORTATION 
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UNITED STATES 


By THURMAN VW Metre, Professor of Transportation in the 
School of I f Columbia University 

A new college textbook designed for use in general 

transportation 


Third Eada 
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By CHARLES C. R¢ iG, Eowarp W. CARTER, BRADFoRD W. 
West, Wharton School of Finance and Commerce, University 
of Pennsy! | JoHN G. HERVEY, Temple University Law 
School 

A standard work now in use in more than one hundred 

universities and colleges. 
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“T am indeed impressed with the excellent 
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W 0 R l p It is well written and most thorough.” M. 


Slade Kendrick, Cornell University 


T R A D i “A notable addition to the general texts in 
by 


public finance. . . . Professor Groves has 

brought to his task the fruits of keen scholar- 

E. B. Dietrich ship and practical administrative experience. 
Mount Holyoke College The volume is a necessary part of every tax 
$2.75 library no matter how small.” in Tax Policy 
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